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4 Enbar cadero Center

Suite 1170
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(Appearing on behal f of Rhythns Links,
Inc.)
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(Appearing on behal f of AT&T
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(Appearing on behalf of Rhythns Links,
Inc.)

MR MATTHEW L. HARVEY
160 North La Salle Street
Suite C-800

Chicago, Illinois 60601

(Appearing on behalf of the Staff of the
I1linois Comerce Comm ssion)

MR KENNETH A. SCHI FMAN
8140 Ward Par kway
Kansas City, Mssouri 64114

(Appearing on behal f of Sprint
Conmuni cati ons Conpany L. P.)
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PROCEEDI NGS
EXAM NER WOODS: | call for hearing Docket
00-0393, Illinois Bell Tel ephone Conpany, the

proposed i npl enentati on of H gh Frequency Portion of
Loop /Line Sharing Service.

Thi s cause cones on for hearing Cctober
18, 2000, before Donald L. Wods, duly appointed
Heari ng Exami ner, under the authority of the Illinois
Conmer ce Conmi ssion. The cause was set today for
evi denti ary hearings.

At this time |1'd take the appearances of
the parties, please, beginning with the Applicants.

MR BINNIG Christian F. Binnig and Kara K
G bney of Mayer, Brown & Platt, 190 South La Salle
Street, Chicago, Illinois 60603, appearing on behal f
of Ameritech Illinois.

MR PABIAN. M chael S Pabian, 225 West
Randol ph Street, 25th Fl oor, Chicago, 60606,
appeari ng on behalf of Ameritech Illinois.

M5. H GHTMAN:  Carrie J. H ghtman, Schiff
Hardin & Waite, 6600 Sears Tower, Chi cago, Illinois

60606, appearing on behal f of Rhythns Links, Inc.
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MR. BONEN: Stephen P. Bowen, Blunenfeld &
Cohen, 4 Enbarcadero Center, Suite 1170, San
Franci sco, California 94111, also appearing for
Rhyt hns Li nks, Inc.

MR, SCH FMAN:  On behal f of Sprint
Communi cations L.P., Ken Schifman, S-CHI1-FMA-N,
8140 Ward Parkway, Kansas Cty, Mssouri 64114.

M5. HAM LL: Appearing on behal f of AT&T
Conmuni cations of Illinois, Inc., Cheryl Ham I, 222
West Adans, Suite 1500, Chicago, Illinois 60606.

MR. HARVEY: Appearing for the Staff of the
[I'linois Commerce Conm ssion, Matthew L. Harvey, 160
North La Salle Street, Suite C-800, Chicago, Illinois
60601- 3104.

MR. BROMN: Al so appearing on behal f of Rhythns
Li nks, Inc., Craig Brown, 9100 East Mneral G rcle,
Engl ewood, Col orado 80112.

EXAM NER WOODS: Any addi ti onal appearances?
Let the record reflect no response.

Wio is the first witness? Is it
Ms. Chapnman?

MR BINNIG Yes.
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EXAM NER WOODS: Were you previously sworn,
ma' anf
M5. CHAPMAN.  No, | wasn't.
EXAM NER WOODS: Pl ease stand and be sworn.
(Wher eupon the wi tness was sworn by
Exam ner Wods.)
EXAM NER WOODS: Thank you. Be seated
CAROL ANN CHAPNMAN
called as a witness on behalf of Amneritech IIllinois,
havi ng been first duly sworn, was exam ned and
testified as foll ows:
DI RECT EXAM NATI ON
BY MR BI NN G:
Q Ms. Chaprman, could you state your ful
nane and busi ness address for the record, please?
THE W TNESS:
A Sure. It's Carol Ann Chapnan, and |I'm at
311 South Akard, A-K-A-R-D, Room 1370, in Dallas
Texas 75202.
Q And do you have in front of you what's
going to be marked for identification as Ameritech

[Ilinois Exhibit 7.0 which consists of approxi mately,
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oh, 41 pages of typed questions and answers al ong
with several schedules attached, | believe it's
Schedul e CAC-1 through CAC-4?

A Yes, | do.

Q And is this your rebuttal testinony in
thi s proceedi ng?

A Yes.

Q Was it prepared by you or under your

supervi sion or direction?

A Yes, it was.

Q Do you have any additions or changes to
Aneritech Illinois Exhibit 7.07?

A No, | do not.

Q Do the schedul es attached to Aneritech

IIlinois Exhibit 7.0 accurately reflect what they
purport to reflect?

A Yes.

Q If I were to ask you the questions that
appear in the question and answer portion of
Amreritech Illinois Exhibit 7.0 today, would your
answers be the sane as reflected in thi s exhibit?

A Yes, they woul d.
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MR BINNIG  Your Honor, | would nove for
adm ssion of Aneritech I Ilinois Exhibit 7.0 and offer
the witness for cross-exam nation.

EXAM NER WOODS:  (bj ections? Ckay. As
previously noted in this docket, they will be
admtted into the record upon receipt through the
docket system

(Whereupon Ameritech Illinois
Exhibit 7.0 was received into
evi dence.)

EXAM NER WOODS: Ms. Hamil .

CROSS EXAM NATI ON

BY: M5, HAM LL:

Q CGood norning, Ms. Chapman. M name is
Cheryl Ham |1, and | represent AT&T. How are you?
A Just fine. Good norning.
Good.

Now t hr oughout your testinony, your
rebuttal testinony, you nake references to the FCC s
Line Sharing Order and the FCC s Texas 271 Order to
support your position that Aneritech is not required

to provide line splitting. Correct?
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A That is correct.

Q Ckay. Now you'll agree with ne, won't
you, that the FCC s requirenents are m nimum
requi rement s?

A In general, yes.

Q Ckay. And you don't dispute that state
conmi ssions, such as this one, are free to establish
addi ti onal requirenments beyond those established by
the FCC. Correct ?

A I'"mnot making that statenment, no

Q Ckay. So you agree that state
conmi ssi ons can.

A I don't know all of what state
conm ssions are able to do, but I amaware that they
can -- they do have sone | eeway to do additiona
requi rements, yes

Q And you're aware, in fact, that sone
state comm ssions have, in fact, ordered line
splitting, correct?

A Yes.

Q Ckay. Now will you agree with ne that

t he Federal Act defines a network el enent to include
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the features, functions, and capabilities that are
provi ded by neans of that facility or equi pment?

A Yes.

Q kay, and isn't it correct that the FCC
inits Line Sharing Order defined the high frequency
portion of the |oop as the capability of the | oop?
Wul d you agree with ne on that?

A Yes.

Q Ckay. And you agree that the splitter
separates the high frequency portion of the | oop used
for data services fromthe | ow frequency portion of
the loop or |ower frequency portion used for voice
service. Correct?

A That is also correct.

Q Ckay. Now, to access the high frequency
portion of the | oop you would agree with me, woul dn't
you, that a splitter is required to do that?

A In order to access it separately fromthe
| ow frequency, yes.

Q Ckay. And it's not your contention, is
it, Ms. Chapman, that the splitter is advanced

servi ces equi prment ?
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A It is related to advanced ser vices. It's
neither part of the loop or -- it is a separate piece
of equi pnment fromthe | oop

Q Do you agree with ne, Ms. Chapnan, that
the splitter is not advanced services equipnent?

A I"mnot sure that | could say that it is
not used for anything but advanced services. Now
whether or not it fits the exact definition of
advanced services equipnent |['mnot certain that I

coul d say, but you wouldn't use it for anything but

advanced services, so. |It's not used for voice
servi ce.
Q Ms. Chapman, you testified in the AT&T/

Sout hwest ern Bel | Tel ephone Company arbitration
Correct?

A Yes, | did.

Q And you testified --

A I n Texas.

Q. And you testified on the issue of line
splitting and |ine sharing, correct?

A Yes.

Q And you testified in that proceedi ng on
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Monday, July 31, 2000. Correct?

A I"msure that's the correct date. |
don't renenber, but.

Q Ckay, and during that proceeding Michelle
Bourianoff, the attorney for AT&T, asked you sone
qgquestions in that proceeding, did she not?

A Yes, she did.

Q And one of the questions she asked you
and I'mreading frompage 259 of the transcript in
that proceeding, is: "So it is your contention that
the splitter is advanced services equi prent?" Answer:
"N "

A And, again, I'd have to | ook at the
context. As | said, I'mnot saying it's part of what
is required to provision an advanced servi ce because
you can provi sion an advanced service wthout a
splitter. However, in order to |line share you do
need a splitter in order to separate the voice from
the data, so, you know, that's exactly what | was
trying to say here.

Q So is it your contention, M. Chapman

that the splitter is a piece of advanced services
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equi pnent or not? Yes or no?

A I can't yes or no because | would have to
read the definition of advanced services equi prment
again in order --

Q So you were able to answer it in Texas,
but you aren't able to answer it here, correct?

A Again, | would need to relook at that
definition in order to nake that determination. 1'm
not saying it's not or that it is, one way or t he
other, but it's a conplex definition, and I'd have to

review it to respond, yes.

Q So you don't know sitting here today.
A That's correct.
Q Now, you understand AT&T's position in

this matter to be that Ameritech has to provide

access to the splitter as part of the unbundl ed | oop

Correct?
A Yes.
Q Ckay. And you will agree that |ine

sharing, under your definition, is where Anmeritech
provi des the voice service and the data CLEC provides

the data service over the sane | oop
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A Vel |, not under ny definition. Under the
FCC s definition that's what |line sharing is.

Q Vel |, and you agree with the FCC s
definition |I take it.

A Vel |, certainly.

Q Ckay. That was easy enough

Now, you understand AT&T's line splitting

proposal, do you not, to be where a CLEC, UNE-P CLEC
provi des voi ce service and a data CLEC provi des data
service over a |loop, correct?

A | understand that AT&T' s proposal goes
far beyond that, but, yes, that's part of AT&T' s
pr oposal

Q Ckay. And that the voice provider can be
a UNE-P provider, correct?

A Yes.

Q Ckay, and that Ameritech is not the voice
provider in the line splitting scenario, correct?

A That is also correct.

Q Ckay.

Now, is it your contention, M. Chapman

that the UNE platformcan only be used to provide
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Voi ce service?

A The UNE platformwhere the elenents are
conbi ned not by the CLEC but by Ameritech, yes. |If
t he CLEC conbi nes the unbundl ed elenents into a
pl atformthensel ves, then, no, they could use those
elements to provide line splitting today.

Q Ckay. So if I, AT&T, purchase a | oop and
a port as part of a UNE platformconbination in
II'linois, under your proposal | cannot use that
platform that | oop and port conbination with
transport, to provide data service. Correct?

A Again, if you're purchasing the el enments
in a pre-conbined fashion that don't include a
splitter, then, no, you wouldn't be able to use
something that's not part of that platform |If you
purchased the el enents separately and comnbi ned t hem
with something el se, then, yes, you could use them --
(i nterrupted).

Q So you're saying -- |I'msorry. So
you're saying that if | purchase the el enents
separately, | can provide data service, but as a

UNE- P CLEC purchasing the UNE platform | cannot
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provi de data service under your proposal

A If you purchase something that is in a
preset configuration, then you cannot provide
something that's not part of that configuration
Yes.

Q And let nme explore that a little bit. Is
it your contention that because you have to separate
the loop and the switch port to insert the splitter
that at that point it's not the existing UNE pl atform
conbi nation any longer? |Is that your contention
Ms. Chapnman?

A That's right. In order to add |ine
sharing or line splitting to an existing voice
service, you' d have to actually physically separate
the loop and the port, and at that point they are no
| onger conbi ned. You have to insert sonething in the
m ddl e.

Q And that's required | think you said for
line splitting and |line sharing. Correct?

A That is correct.

Q Ckay. And at that point then is it your

contention that once you make that separation, it's
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no longer the platform but they are at that point
separate unbundl ed el enents; that is a separate | oop
and a separate switch port?

A That is also correct, yes.

Q Ckay. Now, can you turn to page 28 of
your rebuttal testinony?

A Sure.

Q And | think that actually the discussion
begi ns on page 27, but 28 lists five steps. Do you
see that in the first half of page 28?

A Yes.

Q Are these the steps -- well, strike that.

If I'"mAT&T and |I' m providi ng voi ce
service over the UNE-P in Illinois and I want to add
-- ny end user wants to add data service to that
| oop, are these the steps that |, AT&T, as that UNE-P
voi ce provider, wuld need to go through in order to
add data service to the |loop that | have?

A This is basically what's going to have to
happen. These may not actual |y be conpletely
separate steps that AT&T woul d performindividually,

but, yes, all these steps would be what happens in
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order to physically do that.

Q Ckay. Now, if I'ma UNE-P provider, wll
you assunme with me that | don't have any kind of
col l ocation space al ready?

A Sure.

Q Ckay. The first step then | would need
to dois | would need to arrange for collocation
space for a splitter and a DSLAM |s that correct?

A And part of that would either be yours or
your partner CLEC. In line sharing or line
splitting, collocation is physically required in
order to provision the service, so whoever is going
to provide the data service has to be coll ocat ed.

Q Ri ght.

A So whoever is going to be putting this
date service on is collocated, and so if you're
partnering with soneone, you would probably use
theirs if you' re not physically collocated yourself
and use their splitter

Q Ckay. Suppose |'mpartnering with a data
CLEC that does not have its own splitt er because

prior tothis time it was using Aneritech's splitter.
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Then | would have to -- assum ng the CLEC won't,
mean the data CLEC won't, | would have to place --

coll ocate and put a splitter in ny collocation space,

correct?

A O, again, partner with themand put that
in their col location space. |If you're partnering
with them -- | mean this is not a big piece of
equi pnent. You know, it's a shelf. 1It's not a |large
pi ece of equipnent at all, so if they're not willing

to purchase it thensel ves, then AT&T coul d purchase
it and put it in their space if they're willing to

partner with you

Q But one of us have to have it, in any
event .

A Yes, yes. It has to be.

Q Ckay.

A O it could al so be part of DSLAM

Splitters are frequently integrated with DSLAMs, so
in alot of cases the CLEC, the data CLEC, will have
an integrated splitter and DSLAM so it may not even
be a separate piece of equi pnment.

Q But there are DSLAMs that do not have an
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integrated splitter functionality, correct?

A Certainly, and sone of the CLEGCs
currently -- pre-line sharing that is what t hey were
purchasing. M/ understanding is that many of the
CLECs, now that line sharing is out there, once their
DSLAMs are filled up, will be going to the integrated
DSLAMs, but.

Q And under this scenario though, | cannot
under any set of circunstances use the Ameritech
splitter. Correct?

A That is correct.

Q Ckay. The second step then, according to
your rebuttal testinony, is that | would have to
perform sone kind of a |oop qualification and order
any necessary conditioning of the loop. Correct?

A You woul d need to determ ne whether or
not the | oops that serve that end user are going to
meet your needs or the needs of your partner data
CLEC, depending on who's actually going to provi de
the service, and if conditioning was necessary, then
you woul d request that, and that, again, is no

different than it would be for |ine sharing.
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Q Now, if you recall, I'malready a UNE-P
provi der providing the service to that custoner,
Voi ce service, correct?

A Ri ght.

Q WIl | be able to use, under your
proposal, the same loop that's currently being used
to serve the custoner?

A CGenerally, yes. There's going to be some
cases where the loop that's currently serving the
custoner is not DSL capable. For instance, if the
end user is currently served over a pair gain, you
are not able to provide DSL services over pair gain
t hat supports voice but not DSL, so in that case you
woul d not be able to reuse the sane | oop. You would
need a new loop if the existing loop is not DSL
capable, but if the existing |oop was DSL capabl e
then we would allow the reuse of that facility.

Q Ckay. Now the third step, according to
page 28, is that | would have to order unbundl ed xDSL
capabl e [ oop and any unbundl ed swi tchi ng and shared
transport that mght be necessary to be connected to

nmy collocation arrangenent. Correct?
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A That is also correct.
Q And as | think you just testified, in
some cases that unbundl ed I oop will be the same | oop

and in other cases it mght not be. Correct?

A Right, just the sane as with line
shari ng.
Q Ckay. How many | ocal service requests is

it going to take ne to order the unbundl ed | oop, the
unbundl ed swi tching, and the unbundl ed shared
transport?

A I believe right now that woul d be two.
We have agreed to work with AT&T if they were
interested in any nodificati ons to the process that
would help themin this circunstance, if they would
be interested in that.

Q You' ve agreed to that in what forunf

A I've spoken to themsince the spring, but
| believe, you know, that since they're pursuing
this, they will probably wait and see the outcone of
t hese things before they pursue nodifications to the
exi sting process.

Q But currently that third step requires
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two | ocal service requests. 1Is that correct?
A | believe that is correct.
Q Ckay. Now the fourth step, according to

your testimony, is that | would need to conbine the

| oop and the switching with ny DSLAM and ny splitter

Correct?

A Yes. You woul d connect the voice and the
data. | nean the voice and the loop and split out
t he data.

Q Ckay. And Aneritech will bring the | oop

and the switch port to ny collocation cage. Correct?

A Yes. We will bring it to the collocation
term nation that you've specified on the LSRs.

Q Ckay, and Aneritech will performthe
cross-connects fromthe main distribution frame to ny
col l ocation cage. Correct?

A Again, I'mnot, you know, real famliar
with central office work, but, yes, we would
terminate both of the UNEs to your collocation, and
then fromthere you woul d have full access to
everything with those UNEs, and you coul d conbi ne

themeither in that cage or if you had shared cages,
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or whatever, you could do that as well.

Q Ckay. And ny understanding is that the
CLEC, meaning ne, is not given access to the main
distribution frame to do that conbining. Correct?

A Vell, no, you wouldn't do the comnbining
on the main distribution frane. Access to the main
distribution frame would cause serious liability
probl ens, so.

Q And, again, in this scenario then, once
-- well, strike that.

Then the fifth step would be that I would
have to disconnect ny UNE-P. Correct?

A Yes, and that actually would be part of
this whol e process. There wouldn't be something
separat e that AT&T actually did. It would be part of
the reuse of the facilities, and that would just be
the last thing as far as the order actually getting
processed. That would be done at the same tine, yes.

Q And then at this point my UNE-P is
di sconnected, and I'mno longer a UNE provider in
your view. Correct?

A You're a UNE provider. You're -- right.
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Q But not a UNE platformprovider. |'m
sorry | did not be nore specific.

A Vell, you're still a UNE pl atform
provider, but in this case you're providing your
voi ce service over separate unbundl ed el ements as

opposed to an Ameritech conbi ned platform

Q So you're making that di stinction in the
platform | understand.

A Yes.

Q Now, it seens to nme if there's going --
stri ke that.

Is there an actual disconnect r equest that
goes in to acconplish that nunber five?

A That woul d be part of the earlier LSRs
that actually request the reuse. |It's the disconnect
of the UNE-P and reuse of the facilities in the |oop
and the switch port, so it would not be a separate
request. It would be part of the other request.

Q Is it part -- soit's part of the two LSR
requests, |ocal service requests, that you referenced
inregard to the third step?

A Yes.
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Q Ckay. Is it your understandi ng that
there are two | ocal service requests that are
required to do the five steps?

A Yes. That's what |'ve stated.

Q Ckay, and there has to be sonme kind of
coordi nation then between those two | ocal service
requests to make sure that if ny UNE-P is being
di sconnected and |I' musing the same | oop, that that

same loop is up and running to the customer

Correct?
A Just as with Iine sharing where we are
separating, you know, the voice and the -- | nean the

switch and the | oop, we would need to do the work at
the sanme time, just as we would in a CLEC-owned
splitter and a line-sharing environnent, so there's
that | evel of coordination that we would normally do
that we would do in this case as well.

Q And that coordination has to work because
if I"mdisconnecting a UNE-P arrangenent and entering
into this five-step arrangenent, in order to make
sure that we maintain voice service to the custoner

there has to be adequate coordi nati on between those
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| ocal service requests.

A Ri ght .

Q Wor k orders.

A Just as with the line sharing, we would
do the same type of coordination in this case

Q Now, these five st eps that you've listed
on page 28, does this constitute the same arrangenent
that Ameritech would provide to a data CLEC engagi ng
in line sharing providing its own splitter?

A I"mnot sure | understand what you nean
by the sanme arrangenent that Aneritech would provide.
Coul d you clarify?

Q Are these the sane steps that a CLEC
woul d have to -- engaging in line sharing by
providing its own splitter would need to go through?

A Pretty much. They are going to have to
have the collocation space in any case again. They
are going to need to determ ne whether or not the
| oop neets their needs. Again, they're going to have
to submit the order. Again, we're going to have to
try and reuse the facilities, and if we can't, then,

you know, we have to change the facilities, and then
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we do the physical work, so, yes, it's very, very

simlar.
Q Ckay. Now, if | understand your
testinmony correctly, Aneritech -- strike that.

If Areritech is providing the voice
service and a data CLEC is providing the data service
in aline-sharing arrangenent, and the end user wants
to change its voice service to a UNE-P provider
Areritech won't allow the UNE-P provider to use that

| oop and the splitter to provide voice service.

Correct?
A Yes. Actually the Line Sharing O der
specifically prohibits that. [If the voice is

di sconnected for any reason, the Line Sharing O der
requires that the data provider has the opportunity
to use -- if they want to continue providi ng data
service, then they have the opportunity to use that
entire loop. Now if the voice provider wanted to
partner with that data CLEC, you know, as you'd
suggested, then since that data CLEC woul d have
conpl ete access to the entire | oop, then they would

be able to, again, take a switch port over to that
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data CLEC and do it that way, but the Line Sharing
Order specifically gives the data CLEC full rights to
t he | oop.

Q Ckay, but ny question is -- | understand
what the FCC s Line Sharing Order says and what the
Texas 271 Order says. |'mjust asking, those orders
aside, froma practical standpoint, if Areritech is
in a line-sharing arrangenment providing voice and a
data CLEC is providing data service over that |oop
and the end user customer want s to change its voice
provider to an AT&T UNE-P service, UNE platform
service, Aneritech, froma practical standpoint,
orders aside, will not allow AT&T to provision voice
service using the UNE platform over that |oop using
Amreritech's splitter

A VWell, again, we're not allowed to, so,
no, we woul d not.

Q Is it your testinmony that the Line
Sharing Order prohibits you fromdoing that?

A Yes, it does.

Q So fromwhat | understand you to say

then, that if the end user wants to change its voice
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service to a UNE-P provider, there are a coupl e of
options. One of the options is that the data CLEC
can purchase the whole [ oop and provide data service
using that |oop, and AT&T can purchase a separate

| oop and provide voice service to that end user using

a second | oop. Correct?

A Yes, that is one of the options
avail abl e.
Q Ckay, and then | guess one of the other

options available is for AT&T to go through the five
steps listed on page 28 and set up the arrangenent
that we tal ked about there.

A That is another option, yes.

Q Ckay.

If Areritech is engaging in a line-sharing
arrangenent with a data CLEC and Aneritech is
providing the splitter, if the end user then wants to
change its voice provider to someone other than
Areritech, is it fair to characterize your testinony
as saying that there are no circunstances in which
Areritech will agree to provide the splitter when

anyone other than Ameritech is providing the voice
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service, even when Aneritech was providing the
splitter to the data CLEC under |ine sharing
previ ousl y?

A Yes. Wiere we have no direct
relationship with that voice custoner, we would not
be providing the splitter.

Q Ckay.

On the bottom of page 16 and the top of
page 17 of your rebuttal testinony, Ms. Chaprman, y ou
di scuss a situation there where you have a | oop and
then you have a switch that is unable to support

three-way calling. Do you recall that hypothetica

that you -- or that exanple?
A Let me just read over it real quick so |
know what you're talking about. | think I do

(Brief pause in the proceedings.)
Yes.
Q Ckay. And in this situation then, the
swi tch cannot support three-way calling. Correct?
A | believe so. Yes.
Q And what you state is when you connect a

| oop then to that switch, you indicate that that's
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not alimtation i nposed upon the avail able functions
of the loop, but it's sinply the natural outcone of
choosi ng one arrangenent over another one. Correct?

A That is correct.

Q Ckay. Now in this scenario the switch is
not physically capable of supporting three-way
calling. Correct?

A That's correct.

Q Ckay. So would you -- is it fair to say
then that three-way calling is not a feature function
or capability of that sw tch?

A VWhat | was saying is the loop is
physi cal |y capabl e of carrying, supporting a
three-way calling transm ssion over the |oop, just as
a loop is physically capable of transmtting both
voi ce and data, carrying voice and data. Now if you
hook up a loop to the switch, if that switch is
capable of transmitting three-way calling, for lack
of a better word, then the | oop now can support
three-way calling. |If the switch cannot, then the
| oop cannot. It's not that the loop is any different

or that the capabilities, feat ures, and functions of
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the loop are any different. It's just that under one
scenario you can -- based on the configuration, you
have different abilities, so that's just the sane as
it iswith the splitter

Q Let me reask my question. Maybe | didn't
state it clearly. |Is it your testinmony that the
three-way calling feature then is not a feature,
function, or capability of the switch in your exanple
that you use on page 16 and 17 of your rebutta
testi mony?

A I was tal king about the features and
functionalities of the loop itself, not of the
switch.

Q Ckay, but |I'm asking you about the switch
that you refer to. 1Is it your testinony that the
three-way calling then is not a feature, function, or
capability of the switch?

A I guess I'mnot foll owi ng what you're
sayi ng because ny testinony is about the features and
functionalities of the I oop, the capabilities of the
| oop, and how the capabilities of the |oop are not

any different. [It's just that what you transmt over
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themis a function of what you' re connecting themto.

Q But isn't it correct, Ms. Chapnan, that
the reason that the loop can't transport or transmt
the three-way calling function is because the switch
doesn't have the three-way calling feature, function,
or capability init?

A Ri ght.

Q Thank you.

A Just as the switch does not have a
splitter functionality init.

Q Thank you.

A Yes, that is what |I'm saying.

Q Now, would you agree with me that in a
UNE pl atform arrangenent, the [ oop of that UNE
pl at f or m conbi nati on, arrangenment, whatever you want
to call it, there is a high frequency portion of that
| oop, correct?

A Yes.

Q Ckay. And, in fact, that high frequency
portion of that |oop is physically capable of
supporting data services. Correct?

A Yes.
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Q Ckay. Thank you, Ms. Chapnman

On page 21 of your rebuttal testinony,
question: "Do Ameritech Illinois' proposed processes
require collocati on where none woul d ot herw se be
required?" | just want to explore that a little bit.
I think we went through this alittle bit before. |
don't mean to be repetitive.

If AT&T is a UNE pl atform voice provider
and the end user wants to add data service, AT&T is
going to need to find -- either provide the data
service by itself or find a data CLEC partner.
Correct?

A Yes. (oviously, you have to have someone

to provide the data.

Q Ckay. And AT&T can't use an Ameritech
splitter.

A That's correct.

Q Sonebody has to own the splitter

A Yes.

Q Ckay. And | t hink you stated before that
some data CLECs -- well, strike that.

The data CLEC has to be coll ocated
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A Yes.

Sone data CLECs have splitters, sone
don't.

A Yes.

Ckay. Now, in that scenario where | want
to add a data service to ny end user's loop and 1'm a
UNE pl atf orm provi der, suppose the data CLEC doesn't
have roomin its collocation space for a splitter
In that case, the data CLEC will have to augnent its
col | ocati on space, correct? Assume no room

A Ckay. Assuming that it was full and they
couldn't find roomfor a very small piece of
equi pnent, then, yes, that woul d be correct.

Q Ckay, and then | think we spoke before
that if the data CLEC, for whatever reason, doesn't
want to have the splitter physically collocated in
its collocation space, then I, the UNE-P provider,
wi Il have to establish collocation space. Correct?

A Again, in that unlikely situation, then
yes.

Q And | would have to -- that unlikely

situation, unlikely why?
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A I think it is unlikely that the data CLEC
woul d not want to have the splitter in their
possessi on because they would want to be able to have
access to it in order to run tests and everything
el se that we've discussed here. | would think that
they woul d want to have access to that splitter, so |
woul d think that would be an unlikely situation.

Q In fact, there are a nunber of data CLECs
who do not have splitters in their own collocation
space. Isn't that correct, M. Chapman?

A Yes, it is.

Ckay. Thank you.

So AT&T, if the data CLEC didn't have a
splitter or didn't want to have a splitter, wuld
have to establish a collocation space from square
one. Correct?

A Again, with all those assunptions, yes,
that woul d be correct.

Q Thank you.

Now you have a |lot of references in your
rebuttal testinony to the Texas 271 Order. Correct?

A Yes, | do.
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Q kay. And it's true, is it not,
Ms. Chapman, that in its 271 Order the FCC stated
t hat Sout hwestern Bell Tel ephone Company did not have
a present obligation to furnish splitters? Correct?

A Yes, that under the current rules that
there is no requirenent to provide splitters.

Q And is it fair to say that the FCC was
| ooking at a snapshot in tine in its order? That is
June 30, 2000.

A I would not agree that it was | ooking at
June 30, 2000, particularly since AT&T' s coments
were filed much | ater than that, but, obviously, they
viewed the materials that were available prior to the
order, yes.

Q VWhat AT&T comments did you just refer to?

A Shoot .

Q FCC comment s?

A They were -- AT&T filed both ex partes
and several affidavits relating to line splitting in
the 271 filing.

Q Ckay.

A So there was quite a bit of docunentation
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out there regarding basically the same issues.

Q Are you t alking after June 30th or
bef ore?
A | believe after June 30th. | know we had

a supplenental filing, so it would have actually been
inthe md spring

Q Ckay.

A When sone of these filings would have
been nmade | believe.

Q And you agree with ne that the FCC said
inits Texas 271 Order that the line splitting iss ue
is a recent devel opment and is subject to further
negoti ation and, if necessary, arbitration before the
Texas Conmi ssion, correct?

A If that's -- yes, | believe that's what

it says, yes.

Q Ckay, and you cited that in your
t esti nmony.
A Yes.

Q Ckay. Now, do you have the 271 Order
bef ore you?

A No, | don't have a copy of it with ne.
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Q Ckay.
M5. HAM LL: Do you have an extra co py.
A I mean | m ght have the whole cite in
here.
MR BINNIG Yeah, we have extra.
M5. HAM LL: Thank you, Chris.
(Wher eupon said docunent was

provided to the w tness by

M. Binnig.)
Q And woul d you turn to paragraph 329 of
that order, Ms. Chapman?
A Yes.
Q Ckay, and specifically the sentence that
| just read appears in paragraph 329. "In any event,

the parties' entire dispute on the question of |ine
splitting is a recent devel opnment and is subject to
further negotiation and, if necessary, arbitration
before the Texas Conm ssion."” Correct?

A Yes, and above that | would nention th at
it talks about that even if AT&T had fully devel oped
this issue, this argument would | ack nerit and woul d,

in any event, be unripe for our review here, so
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mean you kind of need to read the whol e context of
t he paragraph, but, yes, it does say that.
Q If I could redirect your attention though
to the sentence that | read, do you see that
i medi ately followi ng that sentence the FCC s Texas

271 Order references Footnote 9167

A Yes.

Q Ckay. And do you see Footnote 916 at the
bot t on?

A Yes.

Q And that indicates that SWBT recently

affirns that it is "interested in exploring the use
of SWBT' s splitters” in line-splitting arrangenents
and that it views this "as a potential business

opportunity”. SWBT June 6 ex parte letter at 2.

Correct?
A Yes, that is correct.
Q Ckay.
A We would be interested in pursuing this

as a business opportunity as a service at
mar ket - based rates for CLECs who woul d be interested.

Q Ah, | see
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A So, yes, we would be interested in
pursuing that. 1It's not one of our current
obligations. However, yes, we would be interested in
offering this as a service if anyone would be
interested in negotiating with us.

Q A service at narket -based rates, not
TELRIC rates, correct? Let ne make that clear

A Yes. That's a direction that we are very
interested in pursuing is that, in addition to our
obligations under the Act, we want to begin
devel opi ng services and products for our CLEC
custoners, you know, at market -based rates, and so in
addition to all the things that we're required to
provide, we want to also be able to pr ovide services
that the CLECs are interested in in addition to those

that are required to be offered, so.

Q Ckay.
A This woul d be one of those.
Q So is it your understandi ng then that

SWBT told the FCCin this June 6th letter that it was
interested in exploring the line-splitting option

with CLECs such as AT&T?
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A Yes.
Q Ckay. And at that tinme the FCC was

actively considering the Texas 271 application.

Correct ?

A Yes.

Q Ckay. So is it your testinmony now --
well, I don't mean -- is it your testinony that you
are still interested then in pursuing that

opportunity with CLECs?

A Yes, we are.

Q Just not at TELRI C-based rates.
A That is correct, yes.

Q And just not in a UNE platform

arr angenent .

A How we woul d actually performit, | nean
it mght not be called UNE-P, but we could probably
do sonething simlar to what AT&T is requesting as a
service. Yes, we would be interested in pursuing
something like that that would be beneficial to both
parties.

Q Because if it was a UNE platform

obviously -- well, is it your understanding that if
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it was a UNE platform TELRI C-based rates woul d
appl y?

A And the TELRI C-based rates would stil
apply to the UNE platform the UNE pieces. It just
woul d not apply to the service of us inserting a
splitter for the CLEC and doing that piece of it. So
the el enents of the UNE elenents would still be
TELRI C-based. It would only be the service portion

that was not a UNE that woul d be the narket - based

rates.

Q Do you have proposed rates for that?

A No, we have not devel oped the rates at
this tinme, | don't believe.

Q Did you tell the FCC on June 6th that you

wer e consi dering market -based rates for this service?
A I don't know that we used the phrase

mar ket - based rates but tal king about it as a business

opportunity. Cbviously, you' re not going to devel op

a business opportunity unl ess you' re using a

mar ket - based rate. | nmean that's how you do

business. If you want to devel op a business

offering, you're wanting to do it generally to nake a
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profit.
Q So if it's a business offering, it's safe

for anybody to assune that you nean market - based

rates.

A | would think that if you' re doing --
pursui ng a busi ness opportunity, yes. | would think
so, yes. |If you're developing -- if anyone is going
out there to develop a new product, | nean | just

think that's comon sense, personally.

Q VWl |, do you consider Southwestern --
stri ke that.

Do you consider Aneritech's provisioning
of unbundl ed network elenments in Illinois to be --
and getting CLECs to use its network a business
opportunity?

A Not in the sanme sense, no. Those are our
requirements, and it's something that we're required
to do under the law, but, no, it's not something that
is going to, you know, bring a | ot of opportunities,
you know, for our sharehol ders, but providing
services to those CLECs and devel opi ng new nar ket --

new of ferings for our CLEC custoners in addition to
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t hose, those are opportunities that will be
beneficial to both us and the CLECs, so that is
somet hi ng we want to nove towards.

Q So it's a business opportunity if you
make a big profit, and it's not a business
opportunity if you don't?

A If you don't make any profit, which is
often the case with sone unbundl ed network el ements,
then, no, it's not a business opportunity.

Qoviously, we're not out there to | ose nmoney. If we
can nmake a reasonabl e product and provide a service
that people want that allows themto nake a profit,

then that's good for everybody.

Q Do you understand that TELRI C-based rates
give the ILEC the opportunity to earn a reasonabl e
profit?

A In theory, yes. | don't believe in
actuality we really earn a profit in many cases, but,
you know, that's ny personal opinion, but.

Q Do you have a cost background,

Ms. Chapnman?

A No, | don't. That's what |I'm saying.
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That's just ny personal opinion.

Q Ckay.

Now you indicated earlier you testi fied in
t he AT&T/ Sout hwestern Bell arbitration in Texas
regarding line splitting. Correct?

A Yes, | did.

Q Ckay. And Ms. Schlackman talked a little
bit about the order in that case yesterday. | just
have a few questions for you on that order.

A Uh - huh.

Q Isn't it true that the arbitration panel
in Texas found that it is discrimnatory for
Sout hwestern Bel |l Tel ephone to provide the splitter
in aline-sharing context while not providing the
splitter in aline-splitting context?

A | believe that is what they said.

Q Ckay. And isn't it also true that the
arbitrators found that Southwestern Bell Tel ephone's
policy will have the effect of severely limting the
nunber of data CLECs with which a UNE-P provider can
partner in order to offer advanced services because

many data CLECs are relying upon SWBT to provide the
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splitter?
A If you read that fromthe award, then I

woul d agree that's what they said.

Q And you' ve read the order

A Yes, | have. | just don't have it
nmenori zed.

Q Ckay. And the arbitrators found that

Sout hwestern Bell's proposal significantly prohibits
UNE- P providers from achi eving comerci al vol une.
Correct?

A Again, if youread it fromthe order, I'm
sure that's what it says.

Q Ckay, and finally, that the arbitrators
concluded that it is "sound public policy"” to require
SWBT to provide AT&T with a UNE loop that is fully
capabl e of supporting any xDSL service, correct?

A Yes, and | believe that we do that today.
I would note though that in Texas the Conm ssion did
not find for AT&T regarding the third-party issues,
which is a big portion of the conplication in line
splitting, in that AT&T had proposed that basically,

for instance, if Rhythns wanted to provide data
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service over AT&T's UNE-P, that Rhythns woul d j ust
send in the order, and AT&T basically wouldn't be
i nvol ved, and that was not approved, so, you know, |
just wanted to make that one distinction.

Q Thank you.

VWhen AT&T purchases the UNE pl atform
meaning a loop, a switch, and transport, is it true
that Ameritech provides and naintains the | oop?

A Yes.
Q kay. Aneritech still owns the loop in

that case. AT&T just leases it on a nonthly basis.

Correct?
A | believe that is correct.
Q Ckay. And the sanme would hold true with

the switch. AT&T |eases the switch. Anmeritech still

owmns it and maintains it. 1|s that correct?
A Yes, | believe so.
Q Ckay. And that is a situation even

t hough the end user bel ongs to AT&T and not
Aneritech. Correct?
A Yes. AT&T woul d have excl usive use of

that facility, but.



10

11

12

13

14

15

16

17

18

19

20

21

22

737

Q Ckay.

Can you turn to | think it's Exhibit CAC-4
of your rebuttal testinony, and it is the Accessible
Letter for SBC Broadband Service dated Septenber 6,
2000, and let ne know when you're there.

A I think I'malnost there. Yes, I'm
t here.

Q And, Ms. Chapman, if you'll turn -- well,
I"mnot sure what page it would be. Pages 4 and 5 of
t he actual agreenent attached to CAC-4, the 13-State
Agreenment, the Accessible Letter contains severa
configurations for the Broadband Service. Correct?

A Yes.

Q Sone are data service configurations and
others are conbi ned voi ce and data service
configurations?

A. Yes.

Q Ckay. Now, isn't it true, Ms. Chapnman
and | think the terns and conditions state, that
collocation is required for each of the service
of ferings contained in the Broadband Service

Agr eenent ?
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A Yes, where we would termnate the data
I"msure M. Lube probably discussed that a little
nore, but yes.

Q Ckay, and it would be the case then that
a UNE pl atform provider woul d not be able to take
advant age of the services that you list in this
agreenent unless it coll ocated.

A Well, again, this would be -- the data,
again, is termnated at a CLEC s col | ocati on cage,
so, yes, in order to provide this data servi ce, then
you woul d need to be coll ocat ed.

M5. HAM LL: Thank you. | have no further
questions. Thank you, M. Chapman.

EXAM NER WOODS: How nuch have you got,

M. Schi f man?
MR SCH FMAN: 30 to 40 minutes.
CROSS EXAM NATI ON

BY MR SCH FVAN:

Q CGood norning, Ms. Chapman. Ken Schi f man
on behal f of Sprint.

A Good nor ni ng.

Q In your rebuttal testinmony you mention
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Wol esal e Marketing. 1Is that right?

A That is correct.

Q And what do you do in that position?
VWhat are your responsibiliti es?

A I deal with the whol esal e marketing
department, the group that is responsible for

actual ly devel opi ng the products, and I handl e the

739

regul atory issues related to advanc ed services, SO

review the FCC orders as they cone out and am
i nvol ved in sone of the various state arbitrations
and such.

Q So you hel p devel op the products that

/| Aneritech sells to its CLEC custoners? |s that

right?
A To a certain extent, yes, | do.
Q So you work with product managenent ?
A Yes, | do.

Q Ckay. And do you give input to produc
managenent ?
A Yes, | do, on occasion

Q Regul atory input to product managenent

SBC

t

as
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to what SBC/ Aneritech's regulatory requirements may
be?

A Yes, yes, as they would apply to the
devel opnent of the product, yes.

Q Ckay. And obviously the goal of your
whol esal e group is to make your CLEC custoners happy.
Ri ght ?

A The goal of our group is to devel op
product offerings that are conpliant with all the
requirements and, yes, we try to do it in a way that
will be beneficial to the CLECs and for ourselves as
wel | .

Q I"'mgoing to be talking to you a little
bit about your Broadband Product Service offering.
kay?

A Ckay.

Q It's set forth | believe in Schedul e
CAC-4 to your testinony. 1s that right?

A Yes.

Q Ckay, and that's an Accessible Letter
t hat Sout hwestern Bell issued on Septenber 6, 2000.

Is that right?



10

11

12

13

14

15

16

17

18

19

20

21

22

741

A Yes, and actually this is an Interim
Agreenent that's attached, but yes.

Q Ckay. We'll get into that a littl e bit.

At the bottomof -- well, first of all, it
says in the second paragraph that the service is
offered to CLECs as a stand-al one service agreenent
and not offered in the context of interconnection
agreenents negotiated under Section 251 /252 (c)(2)
of the Tel ecom Act of 1996. Is that right?

A That is correct.

Q Ckay. And did you make the decision not
to have the offering be subject to Sections 251 and
252 of the Act?

A No, | didn't nmake that decision. It's
just that it's not part of our current unbundling
requirenments, and so it would not fall under that,
but we are voluntarily making this available to
everybody on nondiscrimnatory terns, so.

Q Were you here for the test i mony of
Ms. Schl ackman yest erday?

A Yes, | was.

Q And were you aware Ms. Schl ackman
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testified in her direct testinony that Broadband
Service offering would be offered pursuant to 251 and
252 of the Act?

A Yes, and | believe she also stated |later
that she was mistaken in that and just made a
m st ake.

Q So at one point SBC/ Areritech did intend

to offer the offering subject to Sections 251 and 252

of the Act. |s that correct ?
A | don't know that that is correct.
Q At least as of the tinme that

Ms. Schl ackman submitted her direct testinony.
Ri ght ?

A I think that may have just been a ni stake
on her part. | don't believe that was -- no, that

was not the position at the tine she subnmitted her

testinmony. It has not been the position for some
time. | know that for a fact.
Q Are the rates that -- I'msorry. Since

when has that been your position?
A | believe it may have al ways been the

position. However, | will say -- you were just
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getting ready to nention something about the rates.
I would say that the rates, since we have agreed
voluntarily to offer these at rates that are set in
accordance to the UNE guidelines for rate setting,
that we woul d agree to arbitration proceedi ngs for
the rates thenselves in order to set UNE-based
TELRI C- based rates.

Q But not the terns and conditions
surroundi ng the actual Interim Service Agreenent.
You believe that that is not subject to arbitrati on.
I's that correct?

A Right, as it's not part of our unbundling

obl i gati ons.

Q Under your view of the world, right?
A Vel |, yes.
Q Ckay.

And you state at the bottom of that
Accessible Letter or your conpany states at the
bottomof that letter that SBC reserves the right to
change, nodify, and/or w thdraw t he Broadband
Service, inits sole discretion. |1s that correct?

A That is correct, and it's primarily due
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to possible regulatory action. For instance, were --
this is prior to the FCC s ruling. Had FCC decided
that in order to offer this we would be required to
own the card, it would be too cunbersone and
expensive for us to be able to offer this at all, so
we woul d probably have withdrawn the offer in its
entirety and just not offered any Broadband Servi ce,
so based upon if a ruling that a particular -- that
the FCC or a particular state m ght make regarding
the offering, if it became too burdensone to offer
it, then we mght not be able to offer it at all, so
that's primarily what that was addressing.

However, obviously, once we enter a
contract with any CLEC, then we're going to be bound
by the terns of that contract, so we wouldn't be able
to just withdraw it outside of what the contract
requirements would state, so.

Q And this letter was issued on Septenber
6th. The Project Pronto waiver order cane out on
what date? Do you know?

A I think it was the 12th.

Q Sept enber 8t h.
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A Sept enber 8t h.

Q Septenber 8th, right. Has SBC nodified
this Accessible Letter since the Septenber 6th
Accessi bl e Letter?

A No. Again, states could al so inpose
requirements that would nmake it basically
unmanageabl e for us to offer the service, so | don't
believe we have nodified the letter.

Q Ckay. If this Conmm ssion were to order
SBC/ Aneritech to unbundle the Project Pronto
offering, as it has already pending rehearing, 'l
acknow edge that, if the Commission affirns its
previ ous decisi on in the Rhythns/Covad arbitration or
orders here in this case that the Project Pronto
Br oadband Service offering be unbundl ed and of f ered
to CLECs on an unbundl ed network el ement basis, is it

your conpany's position that you will not invest

money in the Illinois market and offer Broadband
Services to Illinois custoners?
MR BINNIG I'Il object to the vagueness of

t he questi on.

MR SCH FMAN: | think the witness can answer



10

11

12

13

14

15

16

17

18

19

20

21

22

746

t he questi on.

EXAM NER WOODS: | don't think it's vague. She
can answer it.

A That is a very broad question. It would
depend | suppose on the exact ternms of whatever was
ordered. Cbviously, we're going to conply with
what ever the laws are. However, it could definitely
i npact the investnment if investing in our network is
going to cause us harm So dependi ng on how t hat
would read, it could inpact the investnent, and it
could al so inpact | suppose future investnents if we
wer e deci di ng whether or not we were going to invest
somet hi ng

Q So is it your position that if you have
to offer parts of your network according to Section
251 of the Act, that that causes your conpany harn®?

A Not necessarily, no. It would depend on
how we were required to offer sonething, and if we
were required to offer sonething in a way that was so
burdensone it was totally unmanageabl e and, you know,
extrenely costly and expensive, then no -- | mean

then yes, that would cause harm but in sonme cases
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no. You know, offering, you know, unbundl ed network
el ement s does not necessarily cause harm no.

Q O fering of unbundl ed network el ements
does not harm your comnpany. Correct?

MR BINNIG | think it has been asked and
answer ed.

EXAM NER WOODS: | think she just answered that
guesti on.

VMR SCH FVMAN:  Ckay.

Q Your conpany has made a big investnent in
Project Pronto. | s that correct?

A Yes, and we are continuing to do so.

Q Ckay. And your testinony, various places

in your testinony discusses the fact that if your
conpany has to unbundl e the Project Pronto offering,
your conpany will have to seriously consider whether
or not to continue that investment. |Is that right?
A That is something that will have to be
consi dered. Cbviously, anytine you make an
i nvestment, you're expecting a return on the
investment, and if we can't get a return on the

i nvestment, then, you know, we're going to have to
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consi der that we have stockhol ders we have to be
accountable to, so yes.

Q But you've already stated that you're
going to be offering the broadband offering to CLECs
on a TELRI C-based rate basis. 1s that right?

A That is correct. W are going to offer
it to all CLECs on TELRI C-based rates, yes.

Q Ckay. So your offering that you're
providing us, you're going to get a reasonable return
for your investment based on the TELRI C net hodol ogy.
Ri ght ?

A In the current way that we are offering
it as a service, then, yes, but, as | said before,
dependi ng on the regul atory requirenents, it could
becone sonet hing that was not suppor table. As
sai d, you know, the ownership of the line cards, |I'm
sure M. Lube went into that with sone detail about
how t hat woul d make things a lot nore difficult to
manage. You know, there's just things that woul d
have to be considered if the way that we were
offering it changed and whether or not it would be

econom cal anynore.
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Q Ckay. So according to this Interim

Agreenent that is attached to your testinony here,

there's sone prices given in a pricing appendix. 1Is
that right?

A Yes.

Q And you stated that those prices are
subject to Illinois Conmerce Conmission review |Is
that right?

A Yes. W do believe, since we agreed to

set TELRI C-based UNE rates, that it would be
appropriate to engage in arbitrations on a state -
specific basis for the rates.

Q So if my company, Sprint, doesn't like
the rates that you're offering for this offering,

you're agreeing that we could conduct an arbitration

with you regarding that issue. |Is that right?
A Yes, that is correct.
Q Ckay.

Can you explain the pricing appendi x in
I[I'linois for us, just to get a feel for how nmuch it's
going to cost ny conpany to provide the Broadband

Service offering?
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A I can try.

Q I believe it's page 39 of your Attachnment
CAC- 4.

A Ckay.

Q Since we're in lllinois, let's talk about
the Illinois rates.

(Pause in the proceedings.)

EXAMI NER WOODS: |Is there a question pendi ng?

MR SCH FMAN: Ch, I'msorry. | asked her to
explain the rates in the appendi x for us.

A | don't know what --

Q Vell, if | want to do an offering, if I
want to provide service to one custoner, how nuch is
it going to cost ny company?

A Wll, that's going to depend on how many
custoners you're serving out of a central office
because the way the product works is you' d share the
pi ece fromthe RT back to the central office, and
mul tiple custoners go on that, so depending on the
nunber of custoners, the concentration, your per
custoner price is going to vary.

Q Ckay. |'ve got one custoner in Chicago.
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Sprint signs the InterimAgreement. W want to try
this service out. How much is it going to cost ny
conpany?

A How are you providing the service? Wat
are you providi ng?

Q Vel |, what are ny options?

A Vell, currently we have a |line-shared
option and a non-line-shared option, so if you were
providing dat a only or you would provide the line-

shared opti on.

Q Data only or there's a voice and data
option?
A The options are currently, we're

devel opi ng anot her one, where Aneritech is providing
the voice, if you want to share the copper portion of
the | oop and provi de data over that copper portion,
then there's that option where you' d provide the data
and we woul d provide the voice, and there's al so
where you just want to provide the data. You don't
want to share that copper portion of the |oop

We are al so devel oping one where the data

CLEC can provide the voice and the data, but that's
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not fully devel oped yet, and so there's a lot of it
that's not applicable at the nmonent because those

prices haven't been devel oped yet.

Q Ckay. So | want to do the data only.
A Ckay. So you woul d order the DSL
subl oop, the data only. |It's got a recurring charge

of 9.30 a nonth.

EXAM NER WOODS:  $930.

A No, I'msorry; $9.30 a nonth.

EXAM NER WOODS: | was going to get one

(Laught er)

MR BINNIG Cet one or sell one?

EXAM NER WOODS: Get one to sell

A Let's see. | believe you'd have the DLE-
ADSL PVC, private virtual circuit, at $7.81, and then
you're going to have -- since you only have one
custoner, |'massum ng you would go with the DC3 port
as opposed to the OC3, which would be $88.13 a nonth,
and, again, that's something that you woul d provision
mul tipl e custoners on

Q But | have to obtain those nultiple

custoners in order to spread it out anongst those
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cust oners.
A Right. And did | give the price on that?
Q You did, but you didn't give the
nonrecurring yet.

A Ckay. Ckay. The nonrecurring, | didn't

al ways do nonrecurring as well, $229.78.
Q $229?
A Yes, $229.78. Let's see. | really need

to picture this things to make sure |I'mincluding all
the el enents because just listed out like this it's a
little difficult I believe, and you' re also going to
need a cross-connect for that DS3, and that would be
-- that again is a one-tine charge. | nmean it's a
one -- you establish one, and you use it for all the
custoners served by that central office, and that
woul d be the $33.14 recurring and it's $154. 41

nonr ecurring.

Q Ckay. So if | add up all those nunbers,
and we won't do it here, but that's how nmuch it's
going to cost ny conpany to provide this Broadband
Service to one custoner, and, of course, we can

spread out sone of those nonthly recurring charges
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for those ports by obtaining nore customers. Right?

A Yes.

Q Ckay. You say this is an Interim
Agreenment. It's about a 39-page Interim Agreenent.

A Uh - huh.

Q VWhat is the termof the Interim

Agr eenent ?

A I"lI'l have to | ook. Basically the purpose
of an interimagreenment is just to allow the CLEC to
go ahead and enter the market while they're
negoti ating, so particularly on an energi ng product
like this where speed of entry is inportant, that's
why we've made this avail abl e.

One year. It's in Section 34.

Q Ckay. But, as you state in your
Accessible Letter, if there are sone regul atory
requi rements that occur or regul atory dev el opnents
that occur | guess is the right way to phrase it, the
CLEC does not knowif it's going to be able to obtain
a non-interimagreenent. 1|s that correct?

A If they have not gone ahead and

negoti ated a permanent agreenent and sonet hi ng cones
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up prior to that, then, yes, that could be an issue.
Q Ckay. Have any CLECs signed the Interim

Agreenment that you provide here in your testinony?

A | believe so, but |'mnot certain.
Q Has AADS signed the Interim Agreenent?
A In Illinois? | amnot certain. |

bel i eve they may have.

Q Has AADS si gned the agreenment in other
states?
A And, again, | believe they have, but I

woul d have to check.

Q Has SBC s affiliate, ASI, signed the
InterimAgreenment in any state?

A And, again, | believe so.

Q Have any ot her CLECs besi des AADS and ASI
signed the Interim Agreenent?

A | believe so, but, again, | would have to
check with our contract group to determ ne who and
when.

Q Sitting here today, you don't know i f
there is any?

A My understanding is that there is, but |
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didn't go and check to see who signed, so | wouldn't
want to m sspeak, and, again, I'mnot positive it was
the interimand not a pernmanent agreenent either, so.
| believe we have CLECs who have signed.

Q Al right.

EXAM NER WOODS: I f you're not going to ask, |
amgoing to ask at the time of the initial brief we
be provided an exhibit show ng --

MR BINNIG W has signed?

EXAM NER WOODS: |'m not necessarily interested
in the particular parties other than the
subsidiaries. If it's other CLECs, that may or may
not be proprietary, but | would be interested to know
if SBC or Aneritech subsidiaries have signed and
whi ch states they have signed and what other CLECs
have signed, although | 'mnot particularly interested
in the exact conpanies.

MR BINNIG So we could give you a numnber?

EXAM NER WOCDS:  Yes.

MR BINNIG Say X nunber of CLECs.

M5. H GHTMAN:  And do you want theminterimand

per manent ?
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EXAM NER WOODS: | can't hear you

M5. H GATMAN: I nterimand permanent ?

EXAM NER WOODS: | think that woul d be a good

i dea.

V5. H GATMAN:  Yeah.

MR, SCHI FNVAN:

Q Did you engage in any negotiations with
AADS about the terns of the Interim Agreenent?

A No.

Q They signed it as is. R ght?

A I don't know, like I said.

Q You said they've signed it

A | said | believe so, but I don't know
that they signed -- | don't know exactly what they
signed. | didn't see a copy of it, so | just

woul dn't want to testify about sonething that | don't

know personal ly.

Q
Wi th AADS?

A

Q

A

Were you involved in the negotiations

No, | was not.
Wth AS|?
No.
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Q Wio at SBC woul d do that?
A Their account manager woul d be invol ved
and generally a network negotiator, but | don't know

specifically which person it would have been.

Q Ckay.

A O peopl e.

Q Ms. Chapman, in your testinony at page 36
you state -- well, it's line 24 and then it goes over

to page 37 the first couple of lines. You state that
bur densone unbundl i ng or collocation requi renments
wi |l discourage future investnments of this nature,
sl owi ng the depl oynent of advanced services and
[imting conpetition. Do you see that testinony?

A Yes, | do.

Q Were you here yesterday when
Ms. Schl ackman testified that SBC has continued to

invest in their copper |oop plant?

A Yes.

Q Since the '96 Act?

A Yes.

Q And you agree that SBC Aneritech has an

obligation to unbundle the elements of its copper
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| oop pl ant?

A Ch, vyes.

Q Ckay.

A I was just speaking here about these are
addi tional options that are avail able, and some
custoners are currently -- you can't serve them using
the existing technol ogies due to their distance from
the central office, and so this is -- this will speed

up the availability of DSL services to end users.

Q And you agree that DSL services can be
provi ded over the copper loop plant. [Is that
correct?

A Yes, and over the copper |oop, subloop.

| didn't say that right; a copper subloop as well.

Q When you were devel opi ng your Broadband
Service offering -- let nme strike that because
there's a place in your testinmony that | want to

refer you to.

A Sure.

Q Ckay. It is on page 38, line 20.
There's a sentence that says, "As ILECs becone free

to work cooperatively wi th CLEC custoners in the
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devel opment of mutually beneficial product offerings,

true conpetition will bloomand flourish."

A Uh- huh.
Q It's beautifully witten.
A Thank you.

M5. H GHTMAN: Do you need a Kl eenex?

MR BINNIG Flowery |anguage, isn't it?

MR SCH FMAN: Tito, get me a Kl eenex.

Q D d you work cooperatively with any CLECs
i n devel opi ng the Broadband Service offering?

A We're currently working cooperatively
with the CLECs, yes.

Q AADS and ASI ?

A Al the CLECs. W are currently hol ding
col l aboratives. In fact, |I think we've got a big
nmeeting is it next week? | forget the date, or maybe
it's later this week. | have been out of the office

so much | forget, but we're having regul ar
col | aborative sessions now.

Q But t he actual devel opnent of the product
that's set forth in the InterimAgreenent here, did

your group work with CLECs in determining if this
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type of product is the type of thing that CLECs want ?

A Vel l, when we were deciding what we
wanted to invest in our network, no. W decided
based on what we wanted t o invest in our network, but
as far as we try to devel op products that we think
the CLEC community will |ike based on feedback and
things that we've heard fromthe CLECs, so, yes, we
t ake what has been said into consideration

Q At the tinme of this -- | guess the first
InterimAgreement canme out with the May 24th
Accessible Letter. R ght?

A That 's probably correct.

Q Devel opment wasn't done at that tinme to
say, CLEC, do you want an offering like this, or --
"Il just |eave the question at that. Was any
devel opnent done to ask CLECs is this the type of
of fering you want?

A We've had -- I'"mnot sure on the timng
of it. | know, you know, we've had sone neetings and
sone foruns where we did have discussions with the
CLEC. [I'mnot sure on the -- the CLEC community.

I"mnot sure on the timng of before or after the May
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24th rel ease, or it may have been coincidental wth
it as far as a formal request of that nature. But,
obviously, if we're going to devel op a market
offering, we're going to try to devel op one that we
thi nk our customers are going to want to buy.
Q Sure.
| believe you went over with Ms. Ham ||

that even if a CLEC buys the broadband offering, that

the CLEC has to collocate in an Areritech centra

office in order to provide that service. 1s that
right?
A Yes.
Ckay.

Are you aware that Covad and SBC struck a

settlement recently?

A Yes.

Q Ckay. And do you have any know edge of
sone of the ternms of the settlenent?

A I have sone general know edge of it. The
terms haven't been provided to us yet, so | don't
have a copy of anyt hing.

Q Ckay. Let me pass this out.
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(Wher eupon Sprint Cross Chapran
Exhibit 1 was marked for
identification.)

MR SCH FMAN:  Your Honor, for the record, |'ve
gi ven the witness an exhibit nmarked for
identification Sprint Cross Exhibit Chapman 1.

EXAM NER WOODS: O ose enough.

MR SCH FMAN:  d ose enough.

M5. H GATMAN:  All the right words are there.

MR SCH FMAN: It nmay be in the wong order.

EXAM NER WOODS:  We'll reflect it in the record
the way the Court Reporter marks it.

MR, SCH FMAN:  Thank you, Your Honor.

Q Ms. Chaprman, have you ever seen this
exhi bit before?

A I may have. | saw sonething simlar to
this. I'mnot sure if it's the exact sanme one, but I
think I have.

Q Do you recogni ze this as a news rel ease
i ssued by Covad and SBC describing a settlenent that
t hose two conpani es reached?

A Yes.
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Q Ckay.

And on the second page of that news
release it tal ks about sone of the terns of the
settlement. |Is that right?

A Let me see.

EXAM NER WOODS:  First full paragraph

(Pause in the proceedings.)

A Yes.

Q Ckay. And one of the things that it
tal ks about is on the -- in the first full paragraph
of the second page, the |last sentence states, "In
addition, the parties agreed upon a 13-state,
line-sharing price consisting of a $10 nonrecurring
charge and a $5.75 nmonthly recurring charge for all

physi cal elenents of the line-sharing UNE, including

installation.” Do you see that?
A Yes, | do.
Q Ckay. Are you famliar with the

nonrecurring charges that Aneritech is offering here
inthis state as part of its line-sharing offering?
A I"d have to review themto be fanmliar

with the exact price, but I'mfamliar wth what
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we're -- what we have nonrecurring charges on, yes.
Q Ckay. | don't know if your counsel wants
to hand you the tariff pages on that. | was just

going to review themw th the w tness.

MR BINNIG | don't have any problemw th you
reviewi ng the tariff pages, but | mean to save tinme,
I know Ms. Chapman is in a hurry. W'IlIl stipulate
t hey say what they say.

MR, SCH FMAN: Ckay. They say what they say.
Ckay.

Q Nonrecurring charges for the offering
i nclude a service ordering charge of $13.17, a line
connection charge of |oop per termnation of $25.08,
then a cross-connection service per |oop
cross-connected, and it gives a charge where you have
to see another part of the tariff. Do these charges
sound famliar to you?

A Yes. Again, | haven't seen Covad's
actual agreement. | do not believe that the service
order charges would be part of that. Those are not
i ncluded in the DSL HFPL appendi x. That's part of

t he underlying agreement, so. | believe, but, again,
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| haven't seen this so it's kind of difficult to know
for sure, but | believe that the charges that this is
tal ki ng about are going to be the cross -connect
charges, which are the nonrecurring charges for a
HFPL, but, again, w thout seeing the agreenent, |
really have no way of, you know, doing a comparison

Q Ri ght.

MR BINNIG And on that topic, you may -- |
mean | think this can all be done in brief, but the
testinmony of M. O Brien had sone revised tariff
pages attached to it. You may want to nake sure th at
you're | ooking at those as well.

MR SCH FMAN:  Yeah, | did see, and | believe
these are the sane tariffs.

MR BINNNG Ckay.

MR, SCHI FNVAN:

Q So based on the press rel ease that your
conpany issued, the nonrecurring charges for Covad
are $10 per nonth for line sharing -- for all
physi cal elenents of the line-sharing UNE, including
installation. 1s that right?

A Let's see. Well, you said $10.
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Q Ch, I'msorry. $10 nonrecurring charge,
not nonthly.

A Yes, | understand that it says that it's
a $10 nonrecurring charge, which | believe, according
to the way we price these, would be for the
cross-connect, the physical work that we do on the
cross-connects, and then a $5.75 nmonthly char ge,
which | believe would be for the HFPL UNE.

Q Ckay. And as part of your duties as a
whol esal e marketing person, does your conpany plan to
offer to CLECs line sharing at the rates that are
nmentioned in this Cross Exhibit 17?

A Yes. |If any CLEC would be interested in
MFNing into this agreenment once it's --

EXAM NER WOODS: I nterested in what?

A MFNi ng, nost favored nation. Basically
it's accepting the agreenent as is.

MR BINNIG It's a technical legal term It's
252(i), Your Honor.

MR. BONEN: (bjection. Lawer testinony by a

| awyer .

A This is a 13-state agreenent with
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averaged rates, so if a CLEC was interested, they
woul d need to take the 13-state agreenent.

Qoviously, if they're not operating in all 13 states,
it would only apply in the states they operate in,
but since it's averaged rates, it's not available on
a state-by-state basis, but, yes, anyone else could
have the same exact ternms and conditions that are
made avail abl e to Covad, obviously.

Q At this tinme do you plan to amend your
tariff to reflect the charges that are set forth in
t he Covad agreenent?

A No. We would not amend a state-specific
rate for a 13-state averaged rate. No, we would not.
The 13-state average is just that.

Q So if Sprint is operating in all 13
states that SBC has an ILEC in, then we woul d have to
-- if we want to take advantage of the $10
nonrecurring charge and the $5.75 nonthly rec urring
charge, we would have to sign -- we would have to
252(i), sign a contract via the 252(i) provision for
all 13 states. |Is that right?

A Ri ght, because this is what thi s
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agreenent is. It's a 13-state agreement, so you
woul d take that sane agreenent, yes.

Q And if Sprint had a different business
pl an than Covad but still wanted to obtain the rates
that Covad has in its agreenment with SBC and did not
want to sign an agreenent whereby we on a 13-state
basis obtain all the ternms and conditions that Covad
has, we would not be able to get those charges that
are set forth in the Covad agreenent?

A Vel l, they would not be able to take the
Covad agreenent. Now whether or not they would be
able to negotiate sonething simlar | can't say. It
woul d depend on what terns were agreed to in the
Sprint agreemnent.

MR SCH FMAN: Ckay. No further questions,
Your Honor.

EXAM NER WOODS: (Okay. Let's take ten m nutes.

MR SCH FMAN:  Ch, let nme nove into the record
Sprint Chapman Cr oss Exhibit 1, please.

M5. H GHTMAN:  Seven exhi bit Chapnan cross.

EXAM NER WOODS: W t hout obj ecti on.

MR. BINNIG No objection, Your Honor.
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(Wher eupon Sprint Cross Chapran
Exhibit 1 was received into
evi dence.)
(Whereupon a ten-m nute recess was
t aken.)

EXAM NER WOODS: Back on the record.

Wio is next? M. Bowen.
MR. BOAEN: Thank you, Your Honor.

CROSS EXAM NATI ON

BY MR BOWEN:

Q CGood norning, Ms. Chaprman. N ce to see
you agai n.

A Good nor ni ng.

Q Can | ask you first, do you have an

engi neeri ng under graduat e degree?

A No.

Q Ckay. And you say on page 1 on lines 15
and 16 that part of your duties are to guide
conpliance with the FTA and federal and state | aws
concerning the continued inplenmentati on of the FTA
Do you see that?

A Yes.
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Q VWat does that nean?

A Basically it means that part of what | do
is look at the orders that cone out both out of the
FCC and out of the various state conmssions. |'m
responsi bl e for advanced services offering so | |ook
at it in that context and try to make sure that what
we are offering is conpliant with that and that we
follow all the laws of the |and basically.

Q Ckay. Are you a |lawer?

A No, I"'mnot. | review those froman
i npl enentati on standpoint, you know, in a lot of --
wel |, obviously you have to be able to inplement the
law, so, no, | don't try to interpret the | ega
aspects of it but rather the physical inplenmentation
t he product aspects of what is witten.

Q Ckay. So is it fair to say that your
testi mony as you address the Federa
Tel ecommuni cati ons Act and state | aws and FCC orders
and so forth, that testimony is the testinony of a
nonl awyer? |Is that fair?

A Yes. Again, it's as a person who is

actually working in the inplenentation side of those
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| aws, so, but not froma | egal perspective.
Q Ckay. Now do you work in whol esal e

marketing right now? |Is that right?

A Yes.
Q And I want to key off a couple questions
that Sprint's counsel asked you. | wasn't quite

cl ear on whether or not you actually had asked any
CLECs what they wanted. [ sn't it true that you
didn't ask Rhythnms what they wanted with respect to
the use of the Pronto network before you rolled out
your whol esal e Broadband Service offering?

A Again, I'mnot positive of when we began
talking with the CLECs and doi ng the col | aborati ves,
getting CLEC i nput. That may be the case. | don't
know the timng. | know we were devel opi ng the
product prior to the collaborations, and then we've
col | aborat ed si nce.

Q Ckay. |Is your undergraduate degree in
mar ket i ng?

A No.

Q Ckay. Well, wouldn't it be fair to -- or

woul d you agree with ne that marketing groups in
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other conpanies try to find out what their custoners
want before they offer products to then?

A As a general rule, yes. | believe that
is true. | believe the CLECs are pretty vocal about
alot of their wants, and so, you know, we are aware
about sone of the wants and desires of the CLECs, but
yes.

Q Ckay. Well, for exanple, Proctor &

Ganbl e probably wouldn't offer a new toothpaste
wi thout trying to find out what the narket wanted,
would it?

A I really don't know what Proctor & Ganbl e
woul d do, but.

Q Have you ever worked in marketing for any
ot her conpany besi des SBC?

A No.

Q Ckay. Do you specifically recall -- 1
asked the question about Rhythms. Do you
specifically recall asking any CLEC besi des AADS or
SBC ASI before you rolled out the whol esal e broadband
of fering what they wanted exactly?

MR BINNIG |1'mgoing to object to the
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question. | think it assunes facts not in evidence.
EXAM NER WOODS: | didn't hear the question
I"msorry.
MR BOVNEN:. | asked the w tness whether she

recall s asking any CLEC specifically, besides SBC ASI
and Aneritech AADS, what they wanted before they
roll ed out the Broadband Service offering.

EXAM NER WOODS: Overrul ed. You can answer.

A I don't recall asking any CLEC, including
ASlI and AADS, specifically what they wanted before
t he product was rolled out.

Q Ckay. Are you clear that what Rhythns
wants is UNEs under the Pronto architecture? Do you
have any doubt in your mnd about that?

A I understand that is part of what Rhyt hns

has requested, yes.

Q And you're clear on that. R ght?

A I think so.

Q How | ong have you been cl ear on that do
you t hi nk?

A Probably since Rhythnms first said that.

| don't know the date
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Q Ckay. And when do you recall that being?
Was it during the Texas proceeding, for exanple?

A No, | don't believe it was actually in a
proceeding. | believe it was at one of the workshops
that we had before t he Texas proceedi ng, but, again,
I"mnot certain the first time |I've heard it.

Q Do you recall you and | sitting in front
of the Texas Commi ssion in a ADSL wor kshop and ne
saying that Rhythnms wanted Project Pronto as UNES?

A I do remenber that a couple of nonths ago
| believe it was.

Q Ckay. Do you ever feel as though you're

working in the Departnment of Conpetition Prevention?

A No.

MR BINNIG 1'll object to the question.

Q Ckay.

A | feel exactly the opposite actually.

Q VWen do you plan to take any account and

take any action in response to Rhythnms' request to
get access to the Pronto architecture as UNES?
A I really don't know how to answer that

question. | believe we've listened to your account.
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I don't know that we agree that it's appropriate, and
it's technically infeasible to unbundl e the el enents

that are required to provide the service, so | don't

know how to answer that.

Q Ckay. Is it fair to say you have no
current plans to respond affirmatively to our request
to get access to Pronto as UNEs?

A I would say that, yes, we do not intend
to offer as UNEs this voluntary service.

Q Ckay. Do you think -- again, | want to
ask you about -- because you do speak about this and
it's your job to interpret and apply the
Tel ecomuni cations Act of '96, so | want to ask you
guestions, again, as a lay witness, not as a | awer
for this whole series here. Do you think that
Ameritech has an obligation to unbundle its network
in general ?

A In general, | believe we are required to
unbundl e el enents of our network that are technically
feasible to unbundl e, particularly our enbedded
network that was built up over years and years and

years, you know, prior to the advent of conpetition
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so.

Q Ckay. And what provision of the Tel com
Act do you think creates that obligation? |If you
recall.

A | believe that would be the 251. 1I'd
have to look at it. 1've read through it, and I'm
not real good with nunbers.

Q Ckay.

A Specifically which letter under that.
mean there's all these subparagraphs and parent heses
and all that.

Q Ckay. Do you think that Aneritech has an
obligation to unbundle its |oops into subl oops?

A Yes, where technically feasible, yes.

Q And what requirenents do you think
mandate that outcone? |Is there a requirenent in the
Act do you think that mandates that?

A I believe it's a requirenent of the Act
and al so as the FCC has established the rules under
the Act in order to inplenent it, so it's part of the
-- the definition of the |oop includes the subl oop

SO yes.
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Q And do you have an opinion as to which

FCC order or orders mandate subl oop unbundling?

A Well, actually I don't believe that the
FCC order, the original -- oh, the FCC order. [|I'm
sorry. | believe that's in the UNE Remand where it

specifically defines the subloop as being part of the
| oop.

Q Ckay. Now, do you think that -- I'm
trying to understand. You nentioned the enbedded
network. |I'mtrying to understand what you think the
scope of your ongoi ng unbundling obligation is, so
the question is do you think that Ameritech has an
obligation to unbundle only the architecture and
technol ogy depl oyed as of the date of the Act
passage, which was February of '96?

A I"msorry. Could you restate that?

Q Sure. Do you think that Aneritech has an
obligation to unbundle only the architecture and
technol ogy depl oyed by in this case Aneritech
IIlinois as of the date of the Tel ecommuni cations
Act's passage which is February of 19967

A I would say in general, yes, although
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obviously, there's going to be just standard
additions to those same unbundling requirements such
as |l oops that are going to be added that weren't
there originally but are still part of that
obligation, so.

Q Do | understand your answer to mean then
that any new technol ogy depl oyed or any new
architecture depl oyed by Aneritech post
Tel ecomuni cations Act is not required to be
unbundl ed in your view?

A No, not exactly. | think there would be
di fferences dependi ng on exactly what the nature of
what was depl oyed and whet her or not -- for instance,
if we deploy a new switch, switching is an unbundl ed
requi rement, so that would be a repl acenent of
exi sting, and so obviously we woul d need to unbundl e
that. Again, it would, you know, vary dependi ng on
what exactly was depl oyed, so we'd have to | ook at
t hat .

Q Wll, in general, do you think that SBC
and, in particular, Areritech Illinois has an

obligation to unbundle and offer as UNEs its Project
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Pronto architecture?

A No, | do not.

Q Let's focus down on page 35 around lines
27 to 29

A I'"msorry; where?

Q 35. Before | ask the question I was
going to ask, | need one nor e foll owup. Your |ast

answer was you don't think you have an obligation to
unbundl e Pronto. Am1l correct that you and the
product marketing group has taken actions that are
consistent with that testinony in addressing Project
Pront 0?

A I guess | don't understand what you nean
by taken acti ons.

Q VWhat | nean is you' ve only offered a
whol esal e Broadband Service and you' ve declined to
offer it as UNEs. |Is that right?

A That is correct. It is infeasible to
unbundl e as separate elenents, and we're offering it
as a service instead.

Q Ckay. Now focus with ne, please, on page

35 towards the bottomthere where you say, and I'm
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quoting you here, "none of the existing unbundling

options available to CLECs today are altered in any

way." Do you see that?

A Yes, | do.

Q Al right. | want to do a hypotheti cal
with you, Ms. Chapnman. | want you to assune that

there is a distribution area. Have you heard t hat
termany, distribution area?

A Yes, | have.

Q Ckay. There's a distribution area in
whi ch a customer resides right now that's served by
hone-run copper, neaning copper fromthe premses all

the way to the central office.

A Ckay.
Q And | want you also to assune that that
customer wants to use Aneritech Illinois for voice

and Rhythns for data service.

A Ckay.
Q And it wants to do it on the same |line.
A Ckay.
Q And we can do that, right? W can |line

share on an all copper loop to that custoner, r ight?
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A Yes, we can.

Ckay. So assune that that happens, that
we get the data side of the custoner and you get the
voi ce side, and that service is up and running and
wor ki ng fine.

A Uh - huh.
Q Al right? Then at sone point over the
next two years, as Pronto rolls out, that particular

distribution area becones served by a Project Pronto

RT as well. Can you assunme that with ne?
A Sure.
Q Ckay. Now, under your proposal -- | want

to understand what happens, if anything, to the all

copper line-shared service that's up and runni ng

ri ght now between Anmeritech Illinois and Rhythns.
A Not hi ng.
Q Not hi ng. Ckay. So we get to |eave that

up after the Pronto roll -out in ny hypothetical.
Ri ght ?

A Yes.

Q Ckay. Al right. Nowlet's try a

different hypothetical. Let's assune the sane
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Rhyt hms customer right now

A Ckay.

Q Ckay? And assume with ne that that
distribution area is the |ucky beneficiary of an
early portion of the Project Pronto roll-out and

becones served by a Project Pronto RT.

A Ckay.

Q Can you assume that with ne?

A Yes.

Q Ckay. Now the customer wants |ine
shari ng.

A Uh - huh.

Q And wants to use Rhythns for data and
Aneritech Illinois for voice services. | want to
understand fromyou -- you're clear on the

hypot heti cal so far, right?

A I think so.

Q Pronto is rolled. The custonmer wants
get line-shared service, data from Rhyt hns, voice
from Aneri tech.

A Uh - huh.

783
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Q Now what happens then? WII| that service
be provisioned on Project Pronto or on the existing
hone-run copper facility?

A It would depend on what Rhythns
requested. If they requested just standard line
sharing, then it would be provisioned on the hone-run
copper, as you call it. If they requested the
Br oadband Service offering, then it would be
provi sioned over that, that offering, so it would
just depend on the request.

Q VWhat |'mtrying to understand is who gets
the choice of which facilities will be used to serve
that line-shared application? 1Is it you or is it
Rhyt hns?

A It's the data provider, Rhythnms in this
case.

Q Al right.

Ckay. | don't believe you were here for
my cross of M. Lube. Is that right?

A Just the end of it | believe, or was 17?

Q The previous days's cross? Wre you here

for his follow on norning? |Is that right?
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A I was here in the norning, yesterday
morning. | wasn't here the day before.
Q Ckay. Well, he referred to -- | hope

somebody told you this. He referred a couple of
guestions to you.

A I've been warned that I mght get a
coupl e.

Q Ckay. Al right. | want to tal k about
-- and you do have your offering as part of your
attachment. Right? The contract |anguage and the
description is attached to your testinony. Right?

A The Interim Agreenent, yes.

Q Right. And the description of the
services thereto. Right?

A Is there an actual description? O her
than outside of what's in the contract, I'mnot sure

there is, but | think it's in the contract itself.

Q Cl ose enough. Now you're in nmarketing so

I know you know t he difference between a service and
a UNE, right?
A Yes, | believe so.

Q What do you think the difference is
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between a service offered by Aneritech and a UNE
of fered by Ameritech?

A A UNE woul d be a portion of our network
that we just provide, for instance, a | oop where we
woul d just sinply provide the facilities. W don't
do anything with it. W don't provide the -- we
don't make it work basically. W just give you the
pi eces of the network, whereas a service would be
where we are actually providing a conplete end-to-end
something, and in this case we're providi ng conpl ete
end-to-end data products that we're handing off the
data to the CLEC

Q Ckay. Nowis it true that -- and | want
you to keep in mnd your know edge of the FCC s
orders. Is it true that if we get UNEs, that we're
all owed to use those UNEs to the fullest extent of
their perm ssible use, nmeaning as | ong as we don' t
cross any technical or |egal boundaries, we can make
t he best possible use of those individual UNEs?

A Yes, basically, as long as you're not
har m ng sonebody el se, yes.

Q Ckay. And that includes the ful
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functionality of those UNEs. |Is that right?

A Yes, it does.

Q Ckay. Now, the whol esal e Broadband
Service that you're suggesting that we buy in lieu of
UNEs on the Project Pronto architecture, | see this

contractual docunent attached to your testinony, and

that's an interimdocunent. 1Is that right?
A Yes, it is.
Q And, in fact, it's going to be a

contract. Right?

A Yes.

Q Ckay. Do you plan to offer the whol esal e
Broadband Service via tariff as well?

A No, we do not at this tine.

Q Wy is it interin?

A Again, the interimis to allow the CLECs
to go ahead and sign this while they're in the
negoti ati ng process, so what they can do is they can
go ahead and enter the market using this interim
agreenent, and then if they're negotiating the fina
terms and conditions, it doesn't hold them back from

goi ng ahead and getting into the market while they're
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in the negotiation process, so that's the purpose of
an interim agreenent.

Q Ckay. So what you're suggesting is that
Rhyt hnms negoti ate a permanent agreenent for a service
instead of a UNEE Right?

A Yes.

Q Ckay. And you discussed this briefly
with Sprint's counsel, but |I want to under stand what
this means exactly. He pointed you to the first page
of the Accessible Letter, Schedule CAC-4.

A Uh - huh.

Q And pointed your attention to the
| anguage about SBC I LECs, including Amreritech
II'linois, reserving the right to change, nodify
and/or wi thdraw the Broadband Service in their sole
di scretion, in whole or in part, to have and to hold
-- no -- as a result of regulatory devel opnents,
including but not Iimted to action or inaction on
the matters pending before the FCC. Right?

A Yes.

Q Al right. And | think you said that

once this contract gets signed, you can't w thdraw
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it. Dd1l hear that right or not?

A What | said was once a contract is
signed, that any w thdrawal of the offering would be
subject to the ternms of the contract, so we woul dn't
be able to just unilaterall y take sonethi ng away t hat
we have a contractual obligation to do.

Q Ckay. Can you point me to the clause in
this contract |anguage that you want us to sign that
captures that notion?

A Again, --

Q That is, | want to see a contract cl ause
that says that once this is signed, that you cannot
wi t hdraw, nodify, or change the whol esal e Broadb and
Service unilaterally as it applies to that particul ar
CLEC.

A I don't know that it would be in the
contract that way. Wat would have to be in the
contract in order for us to withdraw it would be
somet hing saying that -- again, I'mnot a |lawer, but
I would believe it would be sonething that would say
to the effect that you can withdraw it under these

terms and conditions. Oherwise, | nean we're bound
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by whatever is in the contract. |If the contract says
we're going to offer something, then we have to offer
it unless it gives us an out. So if the contract
doesn't give us an out, then we're bound.

Q Vll, you're telling the world of CLEGCs
at least that this docunent, this offering, you have
the unilateral right to nodify or withdraw it.

A Ri ght, which is why we say we encourage
you to go ahead and negotiate so you would have a
contract.

Q So you can't point me to any section in
the actual contract that says you can't withdrawit.
A As | said, the w thdrawal woul d be

governed by the contract, so.

Q Ckay.

Now keep in mind the section of the Act
that you recall applying to UNEs. You said around
251. That's close enough for now

A Yeah. VWhich letter | don't renenber,
but .

Q Ckay. Does that sanme section of the Act

control how you have to offer Rhythns a service |ike
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t he whol esal e Broadband Service?

A I'"mnot sure where the nondiscrimnatory
sectionis. | believe it may also be inthat. 1I'd
have to reread it to renenber exactly where that is,
but there are nondiscrimnation requirenents, and
bel i eve that woul d probably also be in the 272 with,
you know, separat e affiliates because we're offering
it on a nondiscrimnatory basis to everybody, so.
["msorry. | would just have to look at it. |
couldn't tell you

Q Ckay. Well, isn't that the section of
the Act that applies to UNEs?

A Yes.

Q Don't different sections of the Act apply
to services?

A Again, | would have to |look. | just
don't want to state sonething.

Q Ckay. Well, do you knowif there's a
section of the Act that applies to resale of |ILEC
services separate from 251? O the section of that
Act that you're thinking of?

A I've read the stuff that applies to
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resale. | don't r enmenber what section -- | don't
deal with resale, so.

Q Ckay. Do you think that Rhythnms has the
power under the Act to force Anmeritech Illinois to
offer it the service features and functions that it

want s under your Broadband Service offering?

A No, | don't believe that.
Q Ckay.
A Due to the fact that it's not, again, an

unbundl ed network el ement. However, as part of our
conmtments we have agreed to work col | aboratively

with the CLECs to nake those types of functions

avail able, but -- so we've --
Q Vel |, working collaboratively nmeans to ne
that both sides agree on sonething. |Isn't that fair?
A Yes, it does, but it also neans that, in

this case, in order to provide sone of that, there's
going to be cost issues and whether or not we can
cone up with something that's agreeabl e because
basically if you' re using a | arger anmount of

bandwi dth, and I"msure M. Lube got into this so

don't -- | can't get really into the details, but it
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coul d raise the costs considerably, and whether or
not the CLECs would be willing to pay those kind of
costs | don't know, but, yes, | nean that is
somet hing that we are working collaboratively with
the CLECs right nowis | ooking at ways to provide
different options that the CLECs desire for different
types of service for, for instance, the constant bit
rate and all those things that Rhythns and others are
interested in.

Q Vell, | didn't say anything about nore
bandwi dth or constant bit rate in my question. |I'm

aski ng a general question.

A And |I'mjust saying that collaboration
requires you to look at all the factors. | mean you
just can't say | want this, he wants -- you know, you
have to | ook at, yes, | want this, but aml wlling
to pay for it. | want this, but aml wlling to do

what | have to do to get it. So that's part of the
col | aborati ve process, and that's part of what we're
goi ng t hr ough.

Q Al right. [If Rhyt hns attenpts to

coll aborate with SBC or Ameritech Illinois, as you're
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suggesting, and does not find Aneritech Illinois
responsive to its business needs with respect to the
Pront o network, what options do you think Rhythns has
to require Areritech Illinois to neet those business
needs, if any?

A Well, as far as if we are not neeting the
comm tnents that we have made --

Q No, that's not what | said, Ms. Chapnan
| said business needs.

A Vell, but that's part of what |I'm saying.
That's part of the answer.

Q That wasn't ny question. The question
was on busi ness needs.

A Vell, if you d let ne finish the answer,
you'd see it is part of the question

Q Go ahead.

A As part of the commtnments we've nmade
they added those to the Pronto order, and those are
enf orceabl e under a nerger condition, so if we are
not neeting our obligation to provide the full
functions and capabilities of the | oop as we can

t hrough coll aboration, then it isn't enforceable or
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the nerger conditions are enforceable, but | don't

know exactly how -- the procedures of how that woul d
be done. I'mnot famliar with how that woul d be
enf orced.

Q I"mstill waiting for the answer to ny

guestion t hough.

A Wll, that is the answer to your
question. It's enforceable under the nerger
condi ti ons.

Q Al right. Let ne ask my question again.
Maybe you didn't hear it correctly. | want you to
assune that we sit down and t alk and we tell you what

our busi ness needs are.

A Uh - huh.

Q And you don't agree to neet those
busi ness needs. Irrespective of the merger condition
-- I'"'msorry -- the waiver order or anything el se

that you have as a binding obligation fromthe FCC
"' masking you to assune that you don't neet our

busi ness needs with respect to our use of the Pronto
network. | want you to tell nme do we have any way to

make you offer what we need on the Pronto
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architecture?

MR BINNIG 1'mgoing to object to the
rel evance of the question at this point.

EXAM NER WOODS:  Overrul ed

A Wl |, again, the way you would do it
woul d be through that, so | don't know how I can
separate it. | nean yes, you could do that because
part of what we're obligated to do is make the full
functions and capabilities of the architect ure
available, so if we weren't doing that, then you
woul d have a nmeans to pursue that if we weren't
meeting that obligation. | don't know -- separate
fromthat, no, you wouldn't.

Q If | asked you the sane questions about
whether or not the Illinois Public Wility Act m ght
have requirenents that mght apply to you in terns of

services versus UNEs, what would your answer be? Do

you know anyt hi ng about the Illinois Act?
A I"'mnot famliar enough with any act in
I[Ilinois -- any specific act in Illinois regarding

that to nake a comrent.

Q D d you consider any state requirenents
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before you filed your testinony in this case?

A | considered the state requirenents that
I knew to be relevant. |If there was sonething that |
did not consider, | obviously don't know | didn't

consider it.

Q Ckay. Which ones did you consider?

A | considered the -- actually in Illinois
I don't believe | did consider anything specific to
IIlinois as far as this issue.

Q Let me t ake you back to your contract
attached to your testinony.

A Al right.

Q I may have found the answer to the

qguestion | asked you before.

A Ckay.
Q Let's look at Section 21, the Reservation
of Rights section on page -- it starts on page 22 and

ends on page 23. Do you have that?

A Yes, | do.

Q Ckay. Turn to page 23 with nme, please.
A Uh - huh.

Q If you want to, you can scan that whol e
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section, but isn't it correct that this section
actually explicitly grants SBC the unilateral right
to withdraw the service, even after the contract has
been si gned?

MR BINNIG Do you have a particular cite
St eve?

MR BOMNEN:. Yeah. Section 21, the second sub

A Yes. As aresult of regulatory
devel opnents that woul d change the environment in
whi ch -- under which the contract was offered, then
yes, under those circunstances, but not apart from
that, the way |'mreading this here. It says as a
result of regulatory devel opnents, so it's limted to
that. So if there were no regul atory devel oprent s
that inpacted it, then no, we could not, | don't
believe, withdraw it under that par agraph.

Q Do you think that's a pretty clear
definition in that section of regulatory
devel opnents? It's a defined term meaning initia
capital letters in the contract?

A I will have to check
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Q I mean it's defined right there in that
subsection, top of page 23. It's Section 22 -- |I'm
sorry -- Section 21.1, but it's the second .1, so.

They're all .1. It's a draft.

A Agai n, what was the question?

Q Do you see the definition of regulatory
devel opnents in that subsection?

A It said that they would include, but
woul d not be limted to action or inaction on the
owner shi p i ssues pendi ng before the FCC or SBC
besi des that the assets in question will be owned by
an entity other than SBC I LECs.

Q Ckay. That's not a clear definition of
that term is it? It says includes that, but not
l[imted to that. That's one exanple of an option
right?

A And, again, if the CLEC would want to --

Q Is that right? 1Is my question right? |Is
that only one exampl e of the possible options?

A That is an exanple, yes.

Q Ckay, and is there any further definition

at all on what the termregul atory devel opments m ght
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be construed to nmean, which would then trigger your
right to termnate this contract?

A And again, not being a |lawer, | am not
certain | can answer that.

Q You don't see anything there, do you?

A I don't see any further definition of
what a regul atory devel opnment is.

Q Ckay. And isn't it true that the | ast
sentence sinmply provides that if you do term nate the
service, withdraw it, you have no further obligation
to provide the service?

A That is true.

Q Ckay. Let's go back to your testinony at
page 36, please, and look with me at lines 8 through
15, pl ease.

A Yes. (Kkay.

Q I"mgetting the sense that what you're
saying here is that Project Pronto, as you are
offering it as a Broadband Service offering, is an
addi ti onal new, good thing for CLECs wi thout taking
anything currently away. |Is that correct?

A Yes, that's exactly correct.
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Q And here you say that, and |I'm quoting
you here, "Project Pronto, and Ameritech Illinois'

Br oadband Service offering, creates new business
opportunities for CLECs." Right?

A Yes.

Q Wul d you agree that if Project Pronto
becones avail abl e pursuant to I CC order or SBC s
voluntary offering as a UNE, that that al so would
create new business opportuniti es for CLECs?

A In all honesty, | don't know that. It
woul d depend on how it was offered and whether or not
that woul d be a beneficial way to offer it. | really
can't say without knowi ng what the result of the
order would be and how it woul d | ook.

Q Ckay. Look down the page with ne now,
pl ease, to the question that begins on line 16

A Un- huh.

Q Now here you're starting into a
di scussi on about all the bad things that m ght happen
if you have to offer it as a UNE. Right?

A Vell, not just if we have to offer it as

a UNE, but depending on what types of regul atory
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requirements were added to the offering, it m ght
make it inpractical to offer it or to build
addi tional network for this offering, so that's
really what this is addressing, so it's not
necessarily specifically as a UNE

Q. Ckay. Fair enough.

I want you to focus with me on lines 18

t hr ough 20.
A Ckay.
Q And 1'mgoing to read it for the record

so that the transcript will be clear in terns of the
context. You say, "Any regul atory burden placed upon
Amreritech Illinois' Broadband Service offering has
the potential to slow or potentially stop the

roll -out of Project Pronto and the Broadband Service

offering." Do you see that?

A Yes, | do.

Q I want you to be very precise now wth
me.

A Uh- huh.

Q This is a pretty serious matter. | mean

stopping Project Pronto is pretty serious, right?
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A Yes, it is. W hope we don't have to do
t hat .
Q I want you to tell me precisely under

what conditions or what regul atory burdens you woul d

stop the roll-out of Pronto in Illinois.
A I cannot tell you precisely. It would
depend -- we would have to nmake an eval uati on once

that regul ation cane out and eval uate to determ ne
whet her or not under the current -- under the new
rules of the state whether or not it is practical for
us to continue making this type of network
investment, so | really can't tell you precisely.
It's going to have to be sonething that will be
evaluated in a |lot of detail before we can nake a
deci si on.

Q Wl |, you understand that Rhythns is
asking this Comm ssion to require you to offer Pronto
as UNEs, don't you?

A Yes.

Q Ckay. In deciding -- and you, of course,
are saying don't do that. R ght?

A Yes.
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Q Al right. The Comm ssion has to decide
this. The judge has to decide that issue and

recomend to the Comm ssion what they should do.

Ri ght ?

A Yes.

Q And if he's |ooking at an issue that
says, well, if I go Rhythns' way, Anmeritech m ght

stop rolling out Pronto altogether, that's what
you're saying, right?

A It's possible, depending on how -- like |
sai d, dependi ng on how t hat requirenent would play
out inreal life, yes

Q VWll, that's kind of like -- there's a
ot of weight riding then on what's goi ng to happen
here in this decision. Right?

A Yes.

Q So don't you think you have an obligation
to tell the judge precisely what conditions woul d
cause you to stop that investnent in Illinois so he
can nake a good decision that's inforned?

A Vll, we don't necessarily know that

until we see exactly howit's worded. W're going to
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have to do a detailed evaluation. W can't evaluate
every single possibility of what he mght decide to
do. | nmean there's a huge nunber of possibilities of
how awards conme out. They can have all these very
different terms. W could not possibly account for
all the various, different ways sonething could cone
out and say, okay, in this scenario if you do this,
this, this, this, this, and that, then we can't do
it. If you do this, this, this, this, and this, we
can under -- it would be like this. There's just no
way to really do that.

Q Ckay. Well, I"'mgiving you a chance here
because all | hear right nowis vague threats. 1'm
giving you a chance right nowto tell the judge
preci sely under what conditions you woul d take your
ball and go hone and stop investing in Pronto. Can
you do that?

MR BINNIG 1'mgoing to object to the
characterization. |'malso going to object to being
asked and answer ed.

EXAM NER WOODS: | think it was asked and

answered. | think if you want to --
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M5. BOAEN: 1'Ill rephrase this.

EXAM NER WOODS: | would hate to start doing
this and giving particul ar exanpl es such as asking
her if all of the exact relief granted in Pronto's
request were granted, would that be enough.

MR. BONEN: Ckay.

Q You under stand Rhythns' proposal for
unbundling in this case, do you not?

A I understand parts of it. Again, wthout
-- | don't have the network background to understand
all the inplications of everything that's proposed by
Rhyt hirs.

Q Al right.

A Which M. Lube woul d hav e had.

Q Let me try and give you | hope a pretty
hi gh | evel and sinple set of assunptions you can

react to. GCkay?

A I will try.

Q Let's assune that Rhythnms is asking this
Conmi ssion -- and this all applies to Pronto
architecture -- is asking this Commission to require

you to offer a subloop fromthe custoner prem ses to
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the Pronto renote termnal and a second subl oop from
the Pronto renote terminal to a central office hand -
off at a device you call an OCD, the rest of the
world calls an ATM switch, and the right to have
either Ameritech or Rhythms plug in an AFLU card in
the RT.

MR BINNIG And you have no specific prices in
t hi s?

MR. BOAEN: She hasn't qualified her answer
with respect to pricing.

MR BINNIG |'mjust asking, your question.

MR. BOAEN: No, ny question doesn't assune any
prices at all right now, M. Binnig.

MR BINNIG kay. That's fine.

Q If the Conm ssion does that, will you
shut down depl oynent of Pronto Illinois?
A VWhat | can say is that we will be nost

likely to either stop, halt, slow down the depl oynent
of Pronto if the Iine card ownership issue is not
resolved in the way that we have suggested where we
own the cards. Now as far as any other -- all the

di fferent possible variations, | really can't tell
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you whet her or not those in any conbi nati on woul d be
enough to halt it or slowit down or, in the
alternative, even if we did roll it out, halt perhaps
future simlar type investments. | really can't say
that. That's going to be a decision nade at a very
high level, but | can say that the line card
ownership is probably one of the key issues regarding
the practicality of this offering and whet her or not
we can practically offer it.

Q So this is just a vague threat, isn't it?

A No, it's not a vague threat. |It's just
that it's a very conplex issue, and | amnot a
net wor k person who would be able to evaluate on the
various different things the possible inpacts, so |I'm
not at liberty -- I"'mnot prepared with that type of
detailed answer. |'mjust saying that dependent on

the results, it's going to have to be eval uated

dependi ng on some -- and we'll have to look at is it
still practical. It's sonething we want to provide.
It's something we want to invest in. It's practica

the way we are currently proposing to provide it, and

it's a good thing, and whether or not it would stil
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be practical under altered terns we would have to
| ook at. That's what | can say.

Q Ckay. You're aware, are you not, that
t he Comm ssion has already ordered that scenario in
the Rhythnms/Aneritech Illinois arbitration?

A I amaware that -- ny understanding is
that we have to provide it as we provide i t to our
affiliate is | believe what it says, but | would have
to look at that again. | amaware there is a ruling
al ready in place, yes.

Q Have you heard one of nmy nonis favorite
terms, cut off your nose to spite your face,

Ms. Chapnman?

A Yes, | have.

Q Ckay. Isn't Pronto being rolled out
primarily to serve SBC s own business objectives,
either directly or through its separate subsidiary --
I"msorry -- either directly through Aneritech
II'linois or through its separate sub, Advanced Data
Servi ces?

A Vell, this is an SBC investnent of SBC s

nmoney, so | guess, yes, you would say that its goa
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is SBC s goals.

Q

Ckay. Well, if the Comm ssion accepts

Rhyt hns' recommendation in this case and orders

subl oops and orders the line card ownership we've

been tal king about, if you shut down Pronto, SBC

couldn't neet its business objectives, could it?

A That is a possibility, yes.

Q And woul d you call that cutting off your
nose to spite your face?

A Wl |, sometinmes you have to take the
| esser of two evils. If it's going to cost us a

fortune to meet our business objectives, then we

can't necessarily nmeet our business objectives,

unfortunate

y. We would like to be able to,

obvi ously, and we woul d hope to be able to do so in a

way that al

ows the CLECs to al so benefit and neet

sim | ar objectives.

Q

i nvestor bri

Ckay. Well, | know you've seen this

efing before, right? 1It's been in

testinmony in three cases you' ve been involved in |

bel i eve, or

testi mony or

at least two, attached t o Ms. Murray's

M. R olo s testinony.
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A | believe I have.

Q Ckay. In this case it's -- this tine
it's marked as Rhythns Exhibit 1.2. Do you recal
t hat ?

A No, | don't recall specific exhibit
nunbers.

Q Ckay. I'Il represent to you that that's
true. Ckay?

A Ckay.

Q This was an investor briefing dated
Cct ober 18, 1999, right?

A I"lI'l take your word for it.

Q kay. And this is a briefing, onits
face, to current and potential investors in your
parent corporation. 1Isn't that right?

A | assune so. Again, | don't have a copy

in front of me, but.

Q

And is it your understanding that when a

corporation |ike SBC speaks about its business plans

to investors,

it's required by SEC disclosure

requirements to be accurate and truthful ?

A

really don't know what the requirenents
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are. | believe it's probabl y true.
Q Ckay. Well, in the investor briefing on
page 2, I'"'mgoing to read you a sentence. |I'm

quoti ng here what your corporation told the

i nvestment comunity and the wor I d at [arge. "The
network efficiency inprovenents alone will pay for
this initiative, leaving SBC with a data network that
will be second to none in its ability to satisfy the
expl odi ng dermand for Broadband Services."

A Uh - huh.

Q VWhat does that nean, that the network
efficiency inprovenments alone will pay for this
initiative to you?

A | don't know the full meaning of it. |
believe that it's saying that the efficiencies that
we will gain will pay for the service, but that,
again, is howwe're currently offering it they wll
doit. If it's no longer efficient, that will no
| onger be true.

Q Ckay. And you're investing, not you, but
the conpany is investing $6 billion in 13 states.

Ri ght ?
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A Yes.
Vell, | didn't see -- | didn't see --
stri ke that.
Now you're famliar with the waiver

request of the FCC, right?

A Yes.
Q Is it correct that that canme in, first of
all, via aletter to Larry Strickli ng, who was the

Chi ef of the Common Carrier Bureau in February of
this year?

A That's probably -- | really don't know
exactly what the chain of events was, but that's
probably true.

Q Ckay. And didn't that letter and | ater
submi ssions by SBC say to the FCC that if the FCC
didn't approve the waiver request that SBC has nade,

that SBC mi ght not depl oy Project Pronto?

A | believe that's probably true too, yes.
Q Ckay. Did SBCtell its investors three
nonths before that that the $6 billion investment was

conditional on the FCC s approval of a waiver request

in your nerger conditions?
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A | don't believe we knew back then that it
was going to be. | don't even know if during that
briefing if the merger conditions were conpleted. |
don't know the timng, but I don't know that we had
realized that the waiver would be necessary at that
tinme.

Q SBC didn't know it would need a waiver in
October of '"99 to own the line cards in the OCD? 1Is
that your testinony?

A I don't know. |'m saying that when that
statenment was made, | don't know if we had realized

at the time that a waiver would be necessary. That's

-- 1 didn't make -- | did not wite that draft; I
mean that briefing. 1 don't know what we knew at the
time it was witten. I'msorry. And whether that

was consi der ed.

MR. BOAEN: Can | request counsel to bor row his
merger order for a nonent, nerger conditions order,
if you have that with you?

MR BINNNG | don't have it with nme, never
have.

MR. BOAEN: You never have. Okay. Well, |
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guess |'ve got it.

Q | have the order, Ms. Chapman
A Ckay.
Q It says adopted COctober 6, '99 and

rel eased Cctober 8, '99.

A Ckay.

Q Isn't this order the result of a |ong
series of negotiations between SBC and t he Conmon
Carrier Bureau at the FCC?

A | believe so, yes.

Q So as of Cctober 8th, when this order
canme out, SBC knew what the nmerger conditions were.
Ri ght ?

A Yes, and whether or not whoever wote the
i nvestor briefing knew all the inplications of that
on that particular issue | can't say at that tine.
mean it's a pretty lengthy order, and | know changes
were made. You know, there were changes up to the
end | believe.

Q SBC knows what advanced services are,
doesn't it?

A Yes, and | mean | wasn't involved in any
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of this so | can't say what anyone knew regardi ng
either the nerger or der or the inplication of the
merger order on that investor briefing, so I'msorry.

Q Wll, there's no footnote in here saying,
inlittle tiny print, you know, pending approval --

MR BINNIG Your Honor, just to nove this
along, we'll stipulate the press rel ease says what it
says.

MR. BOAEN: | want to know what it doesn't say.

EXAM NER WOODS: M. Bowen, |I'ma little
confused -- (interrupted).

MR BINNIG It's obviously the same thing.

EXAM NER WOODS: |'ma little confused what
that goes to, frankly. | mean we can agree that it's
not conditional in the investor briefing, but in one
of your favorite expressions, so what?

(Laught er)

MR. BONEN: So what? 1'mglad you asked that,
Your Honor. The so what is that I'mproving in that
t he conpany has repeatedly nmade threats to take its
ball and go hone.

EXAM NER WOODS: | think we know that.
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MR BONEN:. If it doesn't get what it wants.

EXAM NER WOODS: W know t hat .

MR. BONEN: Ckay.

M5. H GHTMAN:  Can we all stipulate to that?

MR, BOVNEN:

Q In fact, in this case, Ms. Chapman, you
know that M. Lube is saying the sanme thing; that if
the line card ownership i ssue doesn't cone out the

right way from your perspective, that you can stop

Project Pronto in Illinois?

A I woul d i magi ne he woul d say that.

Q You don't know that he said that?

A I wasn't here when he was here the first
day, so.

Q It's in his direct testinony -- rebuttal
at page 28.

MR BINNIG Do you want to give her a copy and
she can read it into the record?

MR BOAEN:  No.

Q Did you read his testinmony?

A I've read his testinmony in nany states,

so off the top of ny head | don't know specifically
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what he said in this particul ar case.
Q Ckay.
A But it would be consistent for himto

have said that.

Q Ckay.
Vll, let's ook at page 38 now Here's a
good question you were asked: "Should Ameritech

II'linois'" Broadband Service be treated as a UNE?" Do
you see that?

A Yes, | do.

Q And you say no, and then you say, and |
am quoting you here, "Cbviously, the creation of a
new cl ass of UNEs di scourages innovation and

investnent and will not result in reduced

regulation.” Do you see that?
A Yes.
Q VWhat i s obvious about that?
A I think that it's pretty obvious that if

investing in innovating results in additional
obligations that may be burdensone, then you're going
to think twi ce before you decide to invest or

i nnovat e because you may worry that if you do that,
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you may end up harm ng yourself rather than bringing
benefits to your conpany and to your sharehol ders, so
that's sonething that we have to consider

Q VWho do you think SBC sees as its

Br oadband Servi ce conpetitors?

A Qur Broadband Service conpetitors?
Q Ri ght.
A I think in the bigger sense it's probably

t he cabl e nodem providers. Obviously, the various
data providers who woul d use the Broadband Service
are -- they're our customers, but they're conpetitors
with our affiliates, but | believe we believe that it
is inmportant to pronmote the DSL-based technol ogi es

because they use our network as opposed to anot her

net wor K.

Q Li ke say AT&T' s network?

A Ch, like say, for instance, that one,
yes.

Q And what about broadband data via

satellite, like the Hughes satellite dish? Do you
vi ew that as conpetition?

A Yes. Any type of broadband service that
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is not provided over our network would be a

conpetitive service, yes.

Q And what about point-to-point mcrowave?
A If that's another -- (interrupted).
Q Wnstar, for exanple, is that a

conpetitor to your Broadband Service?

A | believe so. I'mnot famliar with al
the various -- they're comng up and comng pretty
quick, all the different variations on broadband,
but .

Q Don't you think you need to be able to
respond to wirel ess, broadband, and | andline cable -
based Broadband Service conpetition?

A On the wholesale side -- | nean --

Q No, as a conpany, as SBC, don' t you think

SBC wants to respond to cabl e nodens, for exanpl e?

A I think so, but I can't speak for the
corporate. | speak for whol esal e marketing, so.

Q I understand that.

A Yes.

Q And isn't Project Pronto your competitive

response to your broadband conpetitors using other
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t echnol ogi es?

A I"msure that's part of it, yes.
Q Ckay. Well, if you stop Pronto
depl oyment in Illinois, then you won't be able to

conpete on a broadband basis with the wirel ess
conpani es and the cabl e nodens and the ot her
conpetitors, will you?

A Not on the scale that we had wanted to
That's right, but if it's going to -- again, if it's
going to cost us nore noney than we can earn, then it
doesn't do us any good. W want to be in this
busi ness. W want to provide this service. That's
why we want to invest this noney, but, you know,
we're still a business. You know, the reason we want
toinvest it is so that we can, you know, so that we
can provide services so we can succeed as a business,
just as all the CLECs want to do.

Q Ckay. | understand noney is inportant.
If I tell you that Rhythns is happy to pay
TELRI C- based prices for what it want s, does that
satisfy that concern?

A No, it doesn't. [It's not just about the
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rates. |It's about how we have to provide it and the
architecture that we have to build and that sort of
thing, whether it's manageable. There's a |ot of

i ssues.

Q Ckay. Then you have a notion that starts
I think around page 39 about this notion of stability
and certainty of the list of UNEs. Do you see that?

A Yes.

Q Do | take fromthis testinony here that
you are asserting that the FCC s UNE Renand Order was
the final treatment of UNE i ssues because you're
quoting it here?

A No, I'mnot saying that it was the final
treatnment but that the FCC stated that they wanted to
create sone stability by providing a list so that
there would be some certainty in the narket.
Qoviously, if one day we are obligated to pr ovide one
thing and the next day we're obligated to provide
something else, it nakes it very difficult for us to
make wi se busi ness deci si ons.

Q Ckay. Well, if that were the final word

on UNEs, there would be no point to the FCC s
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currently pending MPRM woul d there, the one you and
we just filed comments in |last Friday?

MR BINNIG Well, | guess I'mgoing to object
to the rel evance of this question. She said she
didn't regard it as the final word on UNEs.

MR BOMNEN |'Il withdraw and reask, Your
Honor .

Q Isn'"t it correct that the FCCis, in
fact, consideration creation of additional UNES in
the currently pending MPRM M. Chapnan?

A I believe that is one of the goals of
that, is that they are considering whether or not
addi ti onal UNEs are necessary, Yyes.

Q D dn't your conpany just file coments
| ast Friday on those issues?

A | believe that was the date, yes.

EXAM NER WOODS: Are you famliar with the
conment s?

A I"'msomewhat familiar with the comments.

EXAM NER WOODS: Did it request creation of any
addi ti onal UNEsS?

A Qur comments do not, no. | do not
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bel i eve so.

Q Ckay. Let's turn to a different topic
here now. Could you pick up the contract, again,
that's attached to your testinmny? Turn back to the

page 39 price list. Do you have that?

A I"mgetting there.

Q Ckay.

A Yes, |I'mthere.

Q Ckay. The first question, in response to

Sprint's counsel you said that he would need to buy a
DLE- ADSL PVC, which you said was a private virtual

circuit. What's a private virtual circuit?

A Again, | don't know that | coul d describe
a private virtual circuit correctly. I'msorry.

Q This is your product, right?

A This is my product, but | do not have the

networ k background to really be able to describe a
private virtual circuit. I'msorry.

Q Ckay. | didn't understand your answer --
| saw on the page here, if you |l ook with nme under
[11inois.

A Uh - huh.
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Q Under the Nonrecurring First col um.
A Uh - huh.
| see NNA next to the line shared DLE-DSL
HFPSL. Do you see that?

A Uh - huh.

Q And again next to the DLE-ADSL PVC. Do
you see that?

A Yes.

Q The last MFT. What's N A nmean? Wy is
there no price in there?

A I believe on the nonrecurring there would
not be a nonrecurring because it would be a working
circuit for that piece.

Q If I want to order -- if Rhythms says
okay, | give up, 1'll take your whol esal e Broadband
Service, and we order one, what's t he nonrecurring
charge that's going to apply to that? It just says

N A on here. Does that nean it's a zero nonrecurring

char ge?
A Agai n, subject to check, | believe it
does in that case, but | would have to -- | would

have to doubl e-check on that. ['msorry.
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Q Vel 1, why are you chargi ng Covad $10 and
you're going to give it to us for zero?
A This isn't the same product as what the

$10 -- the $10 is line sharing, not the Broadband

Ser vi ce.
Q Ah.
A Fromwhat | understand. This is a

totally different offering

Q So the $10 is for all copper
A | believe so. Again, | haven't seen the
contract. | can't say for sure, but that's ny

understanding is that it's for |ine sharing.

Q You'll get a chance to see the contract.
A I know eventuall y I will.
Q All right. So is it your testinony that

the contract that you' re proposing to control this

rel ationship, that is Rhythns buying up Broadband

Service offering, wi Il have a zero nonrecurring
char ge?
A Agai n, subject to check. | would have to

doubl e-check that on the prices.

Q Wl |, could you do that, please? That's
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I want to nake sure | understand

what you' re proposing,

a nunber to that, Your

so could |

Honor ?

MR BINNIG An on-the-record data request?

EXAM NER WOCDS

A

Yes.

No probl em

EXAM NER WOCDS

A

through this right nowto make sure |

we need?
Q
A

Q

I think it's inportant too.

I would just wonder do we have to read

ask that we assign

under st ood what

| don't want to take the tine to do that.

O we don't want to do that. |'m sure.

You' ve go to nake an airplane. | know.

MR BINNIG Yes.

Q

I do see nonrecurring charges next to the

QOCD port term nations and OCD cross-connect to

coll ocation entries.

A

Q

That

Ckay.

Is that correct?

is correct.

And |

al so see NAs next to

DLE- Conbi ned Voice & Data Loop and DLE- COT Voi ce

Cross- Connect.

A

Yes,

Do you see that?

and |

bel i eve,

as |

said earlier,

on
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those NAs -- that's why | would need to check to see
exactly why it's listed as NNA in all those cases.
It's alittle confusing to ne. | believe in those
cases it's because we do not have a price devel oped
yet because that's an offering that is still in
devel opnent .

Q Ckay.

A Those shoul d probably be TBDs, to be
det er m ned, but.

Q I"d like you to check so I understand
what you' re proposing here.

A Yes.

Q Al those NAs in that colum under
[Ilinois Nonrecurring First and Additional.

A Yes, | understand. It does need to be
clarified.

Q Al right. Thank you.

A | agree.

Q Ckay. Now, counsel for Sprint asked you
questi ons about the Covad arrangenent, and you said
it was 13-state only. Did | hear you correctly?

A That it was 13 state?



10

11

12

13

14

15

16

17

18

19

20

21

22

829

Q You had to take it on the 13-state basis
if you wanted to opt into that?

A Yes.

Q Ckay. | want to represent to you that
that your conpany has told ny client that Rhythnms can
opt in on a state-at-a-tinme basis to that agreenent.
I"mjust representing that to you. Are you certain
that your conpany's position is that it's a 13-state

take-it-or-leave-it kind of agreenment?

MR BINNIG Well, I'mgoing to object to the
formof the question. It's assumng facts not in
evi dence.

EXAM NER WOODS: I1s this on the basis of a
hypot hetical or is this --

MR BOAEN: Well, | don't want to testify, Your
Honor .

MR BINNNG You can't.

VMR BOAEN. But we have information that's
contrary to what the witness testified to under oath.
I think the safest way to do this is for nme to
represent what | said and ask her to check off the

record when she can check that and see if, in fact,



10

11

12

13

14

15

16

17

18

19

20

21

22

830

it is 13 states as a package only or if, in fact, the
conpany is willing to off er that on a state-at-a-tine
basi s.

MR BINNIG Well, why don't we do this, Your
Honor. | mean we know what the question is, and we
can also treat that as an on-the-record data request.

VMR BONEN. That's fine.

EXAM NER WOODS: Pl ease

MR BINNIG And provi de responses to whet her
it's 13-states only or it can be obtained on a
state-at-a-tine basis.

VMR BOAEN. That's fine. Sure.

Q Ckay. Now you also testified in response
to counsel from Sprint's question about whether or
not the $10 nonrecurring charge for line sharing was
the only nonrecurring charge or not. Do you recal
t hat ?

A Yes.

Q And | think I heard you say that you
t hought there m ght be other nonrecurring charges in
other parts of sone agreenent that m ght apply. Dd

| hear that right?
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A Wl l, he was specifically talking --
menti oned the service order charge.

Q Ri ght.

A Which is part of the underlying
agreenent. It's not specific t o any single product,
so | don't -- that would not, | don't believe, have
been included in the agreement with Covad in their
DSL HFPL appendi x.

MR. BOAEN: Ckay. Your Honor, we have, as you
know, obtained a copy of the current draft of an
agreenent that covers this issue. This has been
provi ded pursuant to protective order. 1'magoing to
ask that -- no?

EXAM NER WOODS: Confidentiality.

MR. BONEN: Proprietary agreenent?

(Whereupon at this point in the
proceedi ngs an off -the-record
di scussi on between counsel for
Rhyt hns transpired.)

MR. BONEN: It has been provided under
restrictions.

| want to mark this as an exhibit and show
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the witness a portion of it and ask her a question
but I don't want to ask her to read onto the open
record any portion of it.

EXAM NER WOODS:  Ckay.

THE WTNESS: Am | allowed to see it without
si gni ng anyt hi ng?
BONEN: You'll see it in a second.
BINNIG We may have it.

H GHTMAN:  You gave it to us.

2 ®» 2 D

BINNIG Yes, yes.

EXAM NER WOODS: Let's go off the record before
we kill the Court Reporter by everybody talking at
once.

(Whereupon at this point in the
proceedi ngs an off -the-record
di scussion transpired.)

EXAM NER WOODS: Let's go back on record.

We have had a di scussion concerning the
manner in which we're going to proceed.

M. Binnig has agreed to provide to the
parties in this case and as a late-filed exhibit to

be admtted into the record in this case the fina
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agreenent between Covad and SBC concerning the
provi si oning of DSL services between SBC and Covad
MR. BINNIG Line sharing
EXAM NER WOODS: ['msorry; line sharing
between SBC and Covad. M. Bowen has asked that the
InterimAgreenment, which he has a copy of that was

provi ded t hrough di scovery, be introduced into the

record. | have indicated to himthat if that were
objected to, I would sustain the objection because
the agreenment is not yet final. He has graciously

acceded to withhold noving that document pending the
recei pt of the final agreenent, the indication being
that he intends to argue that the prices contained in
the press release that were previously adnmtted are
somewhat sketchy conpared to the nmaterials that are
contained in the actual agreenent.

He wants to argue in his brief that there
are charges that are not reflected in the -- | assume
charges not reflected in the press rel ease that are,
in fact, reflected in the contract. Because we've
previously agreed to get SBC to provide us with

further detail on the manner in which the whol esal e
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offering is going to be priced out, all that

i nformati on shoul d be available by brief time, and I
think that any possible prejudice will be aneliorated
by recei pt of those materials.

MR. BONEN: Ckay.

EXAM NER WOODS: Ms. Franco - Fei nber g.

V5. FRANCO- FEI NBERG ~ Your Honor, Felicia
Franco- Fei nberg on behal f of Covad Communi cati ons
Conpany.

I just would Iike to clarify a statenent.
The attachnment that M. Bowen has referenced is not,
in fact, an interimagreenment. There is no binding
agreenent between our companies. That's not an
executed interi manendnent.

EXAM NER WOODS:  Ckay.

M5. FRANCO- FEI NBERG And | just wanted to
clarify that on the record. Thank you.

EXAM NER WOODS: Wul d you like to enter your
appear ance?

M5. FRANCO- FEI NBERG  Fel i ci a Franco- Fei nber g,
on behal f of Covad Communi cations Company, 8700 West

Bryn Maw, Suite 800 South, Chicago, Illinois 60631.
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EXAM NER WOODS:  Thank you

MR. BONEN: Ckay.

Q The final and very quick coupl e of
guestions, | know you're not a costing expert,
Ms. Chapman, but you have made repeated references to
your concern about not being able to cover your
investment if certain things happen that aren't to
your liking, and counsel for Sprint did ask you a
coupl e questions on this. You' ve heard the term
TELRIC, right?

A Yes, | have.

Q Ckay. Is it your understanding that the

term TELRI C i ncl udes a market -based rate of return?

A No. A market -based? No.

Q VWhat kind of return do you think it does
i ncl ude?

A My under st andi ng, again, as you said, |'m

not a cost person, but that TELRIC is based on our
costs and then allows for sone profit which is
generally | believe determined by the state
conm ssi on.

Q I take it that you think that woul d be
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| ower than a market -based rate of return.

A I think generally, yes, it is.

Q VWhat do you think a market -based rate of
return is for your network, the use of your network?
A It's going to vary dependi ng on what
services we're selling. Sonme have a very high market
return, sone don't. | don't know the nunbers. | am

not involved on the retail side.

Q If you don't think TELRIC pricing is
sufficient for the use of Pronto as UNEs, tell ne
what profit margin product marketing would find
sufficient.

A Agai n, we have agreed to provide TELRIC
rates for the Project Pronto offering, so |I'msure I

fol |l ow your question.

Q Are you offering Pronto as UNEs?
A No, we are not.
Q Ckay. | want you to assune that you are

required to offer Pronto as UNEs.
A Ckay.
Q Ckay? Tell me what market -based rate of

return you would think would be required to do that.
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A I can't tell you that because it's going
to depend on howit's offered as a UNE. | nean
there's different configurations, different ways that
it could be ordered to be reconfigured, so.

Q Are you testifying that the rate of
return is a function of how those services configure?

A I"mtestifying that our costs are
directly related to whether or not we can efficiently
configure the service, so if we can't efficiently

configure it, then our costs are going to go up

Q Do you know what rate of return means?
A Again, I'mnot a cost person, so |'mjust
saying -- all | can say is our costs will go up if we

can't be efficient.

Q Ckay.

A So I would think the rates woul d have to
goup if we can't be efficient, so the rate that we
woul d be able to charge and still be able to get the
same type of return would vary dependi ng on the
configuration that we have to provide this under

Q Ckay. And as this Commi ssion applies the

TELRI C principles, do you understand there to be
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recovery in UNE prices of what are known as shared
costs?

A Yes, | believe that's part of the
recovery, yes.

Q And do you al so understand this
Conmi ssion's application of TELRIC to include the
recovery of common costs?

A Yeah, yes.

MR. BOANEN: That's all | have. Thank you, Your
Honor .

EXAM NER WOODS: Ckay. M. Harvey?

MR HARVEY: No.

EXAM NER WOODS: M. Bi nni g?

MR BINNIG | think a very short redirect,
Your Honor.

REDI RECT EXAM NATI ON

BY MR BINNI G

Q The first question | have, M. Chapman,
is | believe Ms. Ham || asked you a question, a
hypot heti cal , where she asked you to assune a
situation where a UNE-P provider wanted to partner

with a data CLEC, and the data CLEC wasn't coll ocat ed
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because the data CLEC wasn't using its own splitter;
that is the data CLEC was previously providing
service on a line-shared line with Areritech Illinois
and it was using the Areritech Illinois splitter.

Can you think of any instance where that would
actually occur; that is where a data CLEC woul d not
be collocated in an Aneritech Illinois central
office?

A No, because a data CLEC woul d have to
have their DSLAM col |l ocated in the central office
where the copper termnates in order to provide DSL
servi ces.

Q And that's true of any CLEC that wants to
provi de data services, whether it's AT&T, Rhythns,
Covad, or any other CLEC, AADS? They've got to
col | ocate a DSLAW?

A Yes. In order to provide the
copper -based DSL services, you have to collocate the
DSLAM wher e t he copper term nates.

Q Ckay. And then if you could turn to |
think it's page 39 again of the Broadband Service

agreenent that's part of Exhibit CAC-4, and
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M. Schifman asked you some hypot hetical questions
about if Sprint wanted to provide data only services
to a single custoner, what would it cost. You
identified that charges would include a DS3 port and
a DS3 cross-connect. Do you recall that?

A Yes.

Q And for ADSL service am|l correct that a
DS3 port and a DS3 cross-connect can support
approxi mately 500 |ines?

A That's ny understandi ng, yes.

MR BINNIG That's all | have, Your Honor.

EXAM NER WOODS: Okay. Let's do | unch.

(Wher eupon | unch recess was taken

until 2:00 P.M)



